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Socialism Contra Mundum 


Cy again, the Labour Party has shown its almost phenomenal 
gift for bad timing. That Mr Attlee would make a statement 
on the Schuman Plan on Tuesday had been known a full week in 
advance. It was also known that a White Paper giving the full 
exchange of Notes and memoranda between the British and French 
governments would be published on the same day. Everything thus 
seemed to be set for a major clarification of British folicy and, in 
ordinary circumstances, both the White Paper and the Prime 
Minister’s statement would almost certainly have been given a good 
reception. Between them, they made it clear that the British Govern- 
ment’s interest in the Schuman proposals had been close and friendly 
from the start, that the reason for their hesitations was a perfectly 
understandable desire not to accept commitments in advance of 
knowing what they were, and that no dogmatic clinging to the 
principle of unlimited sovereignty would prevent them from seeking 
means of joining in the Schuman Plan later on. Mr Attlee claimed 
that, while Britain must continue to fulfil its world-wide political and 
economic responsibilities, this proviso did not entail a refusal to 
abandon complete freedom of action. On the contrary, the creation 
of an Atlantic community “ will require by a more effective pooling 
of resources the surrender in an unprecedented degree by each 
country of the ability to do what it pleases.” Altogether, one would 
have felt, a practical and sensible attempt to repair the damage done 
—not only, or even mainly, by the British—a fortnight ago. 


Unhappily for the Prime Minister, the effects of this grand set 
piece of Government exposition have been almost completely cancelled 
by the letting off, the day before, ofa large Labour Party squib in 
the shape of the National Executive’s document upon European 
Unity. In this twelve-page résumé of the party’s attitude to closer 
European integration, the conclusion that appears to emerge is that 
the Labour Government will co-operate with Europe only if it adopts 
socialist policies and accepts the principles of public ownership and 
planning. The fact that Dr Dalton presided over the press conference 
held to launch the document only confirmed this impression, since 
no man has done more than he to convince Europe ‘that the 
Labour Party stands for socialism or nothing in its dealings with its 
neighbours. Thus, while Mr Attlee portrayed the Government’s 
policy in a reasonable and co-operative light, and denied heatedly 
that ideology had anything to do with Britain’s relations with Europe, 
every critic and commentator from Bonn to Buffalo has seized upon 
the National Executive’s document and drawn from it the conclusion 
that socialist isolationism and Schachtian autarky are the real founda- 
tions of British policy. The Government have therefore only 
themselves to blame if there is dismay in Paris and anger in Washing- 
ton. It is true that many of those who are most indignant, especially 
in America, appear to be basing themselves on one or two sentences 
and not on the document as a whole. But that is no mitigation of the 
foolishness of the authors of the pamphlet in providing such 
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conveniently quotable occasions for misunderstanding. 
They should have known—and, if they did not, they do 
now—that after five years’ experience the world is very 
quick to believe the worst of the Labour Party’s inter- 
national intentions. 

* 


The incredibly foolish timing of the document’s publi- 
cation has not only made Mr Attlee’s task much harder. 
It has ensured a bad audience for the document itself. 
By publishing it in the midst of the Schuman controversy, 
its authors have drawn attention to its weakest section 
—the discussion of European heavy industry. Here, 
indeed, the impression given is dogmatic, isolationist and 
insufferably self-satisfied. But in general the first 
reactions of the critics are really less than fair to the 
document. To call it isolationist is nonsense. The 
isolationists today are above all those who would like to 
build up a separate geographical bloc in Europe which, 
by preserving neutrality between the United States and 
the Soviet Union, will keep out of the “cold war” the 
two of them are supposedly waging against each other. 
If the British Labour Party, on the ideological ground 
that the Americans are wicked capitalists and co-opera- 
tion with them is impossible, had thrown in its lot with 
the supporters of neutrality in Europe and striven to 
build an isolated bloc, a “Third Force,” between 
Russia and America—then, indeed, the charge of isola- 
tionism—the isolation of Europe from the United States 
and the division of the free world—would have been 
justified. As it is, the Labour Party’s rejection of this 
dangerous and insidious form of isolationism could 
hardly be more explicit. 

The Third Force is a valuable concept if it means 
political solidarity against extremism of Right or Left. ... 
As a neutral geographical bloc based on the Western fringe 
of the Eurasian land mass it is a sterile and dangerous 
concept .. . the Third Force must be a world wide alliance 
against totalitarianism wherever it is found. 

From this the document draws the obvious conclusion 
—that the Labour Party must stand for as close a co- 
operation with the United States and with the 
Commonwealth as with Europe. To call this isolationism 
is really to stand on one’s head. 

Nor is it true to say that the Labour Party rejects full 
co-operation with its neighbours and rules out, a priori, 
any sacrifice of sovereignty. What the document does 
—surely very sensibly—is to put its weight behind the 
confederal principle as opposed to the federal principle 
of association. It rejects the direct surrender of 
sovereignty to a super-Parliament—suspecting shrewdly 
that every other European government would really do 
the same—and proposes instead that governments should 
sacrifice freedom of action to common policies and 
common institutions upon the basis of full understanding, 
negotiation and concession. The distinction is not always 
appreciated ; but it is vital. Confederalism means that 
the existing national governments should progressively 
and willingly pool some of their sovereignty. Federalism 
means that they should have their sovereignty taken away 
from them and given to a supra-national body. The first 
is surely the more fruitful approach, since it makes it 
possible to enlist the support of governments behind the 
principle of unity. Federalism may be intellectually 
more satisfying, but since every government’s interest is 
against it, its progress must inevitably be much slower. 

There is nothing in the confederal approach to exclude 
Britain’s eventual participation in a pooling of iron and 
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steel resources or in any other economic Proposals. (, 


the contrary, the method is in process 

siderable success in the sertie up Pee con- 
Payments Union. And even if this method of the a 
pooling of sovereignty were not giving practical ae 
that it works, the Labour Party has every justification f 8 
saying that the British electorate is not prepared fo 
anything more drastic—nor, for that matter, jg th 
American Congress. , 


Why, then, has a document whose political sectio 
represent on the whole so admirable and balanced : 
approach to the question of international CO-operation 
been greeted with such hostility and even disgust ? The 
reason lies partly in the tone ; other nations like neither 
to be lectured nor to be patronised. But the chief reason 
has been mentioned already. By bringing out the docy. 
ment in the heat of the Schuman controversy, the authors 
have riveted attention upon its economic sections : and 
these do indeed lay the Labour Party open to the accus: 
tion of preferring ideology to co-operation and of putting 
the preservation of national planning before the possibility 
of international advance. 


* 


The thesis that these sections of the document put 
forward is that the central economic need of the time js 
to secure full employment. This is being triumphantly 
achieved in Britain by means of planning and control, and 
the extension of public ownership to the basic industries, 
including, at some point, iron and steel. Indeed, full 
employment cannot be secured by any other means, for 
if industries work for private profit, they will contract 
production in bad times, whereas such a time may be 
precisely the moment to expand. Unless, therefore, other 
European countries are prepared to adopt the chosen 
British methods of planning and public ownership, 
Britain cannot participate in schemes of European inte- 
gration ; for, without this safeguard, these schemes would, 
by definition, be opposed to the overriding aim of full 
employment. This, briefly, is the argument set out in 
the National Executive’s document and it must be 
admitted that, given the premises, there is a certain bald 
and blind logic in the carrying of the argument to its 
extreme isolationist conclusions. But, unhappily for the 
shaping of Labour’s economic policy, the premises art 
wrong or, at the very best, unproven. 


Few people will quarrel with the starting point—the 
necessity of maintaining high and stable levels of employ- 
ment. Politically and economically, the need to pursue 
full (as opposed to over-full) employment is as urgent 
ever it was, and the document does well to suggest 
the working out of a common approach to the problems 
of full employment might be a valuable task for th 
Council of Europe. It is the methods proposed fv 
securing full employment that lay the Labour Patty 
open to the charge of unsubstantiated dogmatism. In the 
first place, it is simply not true that planning and 
nationalisation have maintained full employment ® 
Britain in the last five years. Full employment here—* 


in France and Switzerland, or Scandinavia ot the 
Commonwealth—has been maintained partly by Marshall 
Aid, partly by the level of postwar demand and pat 
by the phenomenal prosperity of 

What has done the trick has not been the successfd 
application of socialist principles in Britain but the 
cessful working of capitalism in 
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five per cent fall in the level of American business activity 
was enough to bring Britain to the brink of financial 
disaster. The real test of planning as a means of securing 
full employment will occur when there is a real falling 
off of world demand for Europe’s products. That con- 
tingency has not yet arisen seriously. Until it does, 
British methods can claim no more magic than those, say, 
of the Plan Monnet. 


One may go further and ask whether the Labour Party 
recipe of combined planning and nationalisation is likely 
in any case to prove effective in the face of falling demand. 
Nationalised industries must pay their way as well as 
private institutions. Will their managers risk large 
expansions at a time when demand for their products is 
falling ? Is an industry presided over by a Lord 
Citrine more amenable to governmental prompting than 
a private undertaking, which at least does not have to 
risk a formidable parliamentary inquisition in the event 
of failure ? If it is only a question of the government’s 
providing subsidies, fresh capital and protection, there is 
no reason why the ownership of industry should be 
changed. Such methods could be applied equally to 
either public or private ventures. 


This raises another doubt. Is the forced-draft expan- 
sion of industries that are not paying their way 
necessarily the best method of maintaining full employ- 
ment ? May it not have the opposite effect of locking 
up still more of the community’s resources in uneconomic 
activities ? If it postpones deflation at the moment, may 
it not do so at the cost of imposing an even sharper 
contraction later on ? There is evidence for the belief that 
some of the purely national planning undertaken in 
Europe in the last five years, has magnified, rather than 
reduced, the distortions that beget depression. The 
steel industry has been expanded at the expense of the 
steel using industries. But if, in a slump, steel making 
were expanded still further—as the Labour Party seems 
to suggest—the degree of waste and redundancy would 


_ expand in the same measure. The whole planning thesis 


depends on the arrogant assumption that “ the gentleman 


Din Whitehall really does know best.” But the only thing 


that the gentleman in Whitehall has shown that he does 
know how to do is to freeze the existing pattern of 
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industry, and in a changing world nothing is more 
calculated to ensure waste, impoverishment, and, in the 
end, unemployment. 


The Labour reply would no doubt be that Europe 
could support a much higher level of steel production, 
provided real demand were made effective. This is in 
effect an admission that demand, both national and inter- 
national, is the key to full employment. But the main- 
tenance of demand does not necessarily turn upon 
physical planning, upon control and upon nationalisation. 
On the contrary, the most effective methods of main- 
taining sustained demand are financial and may be 
practised as effectively by non-planning governments as 
by convinced planners. Nor, above all, is national autarky 
a means for expanding international demand. There 
could be no greater disservice to the Labour Party’s own 
ideal of full employment than, in its name, to reject the 
possibilities of expansion by means of international co- 
operation and trade. . 


Such an attitude seems so contrary to good sense that 
one is tempted to ask whether some of the hesitations in 
the Labour Party spring not so much from the belief 
that they must stand for planning or nothing but from 
the uneasy suspicion that they would not like even plan- 
ning if it were international and, therefore, out of their 
own control. Certainly the movement “from crisis 
to expedient and back to crisis ” which has characterised 
British policy in the last five years hardly provides 
favourable precedents for the international planning of 
Europe. Certainly nothing that has been done in this 
country in the way of nationalisation or control suggests 
that the government knows how to keep employment 
stable while permitting the economy as a whole to remain 
flexible and dynamic. The European anti-planners do 
not know either—but they at least do not claim to have 
found the philosopher’s stone. In the last analysis the 
indignation which the Labour Party’s document has 
aroused is due to its astounding lack of modesty. No party 
and no nation knows all the answers. Planners who have 
no plan, and progressives who wish to avoid change, 
should not feel surprised if the world rejects with indig- 
nation the assumption that their own infallibility must 
be the starting-point for co-operation among the nations. 


Peace for Japan 


T HE meeting of American policy makers that is to be 

held in Tokyo next week comes not a moment too 
soon. Allied policies towards Japan have too long been 
drifting aimlessly towards an obscure climax, and the 
uncertainty about American intentions is creating in the 
Far East a situation which becomes every month more 
like that of Germany. For the questions whether there 
shall be a peace treaty with Tokyo, and what are to be 
Japan’s relations with its ex-enemies, have been made 
more urgent by developments of Soviet policy in China 
and by the increasing boldness with which opinion in all 
Japanese parties speaks out against the occupation. 

The parallel with Germany is, of course, imperfect, 
Japan is not divided in two, and the Red Army does not 
stand on its frontier ; its Communists have neither the 
prestige nor the power that direct Russian patronage has 
given them in eastern Germany. ‘There is no Oder- 
Neisse line and no refugee problem—but there is the 
memory of “ Manchukuo” and the certainty that the 


population will exceed 100 million by 1970. Yet the 
bidding for Japanese—as for German—favours between 
the Russians and the Americans has begun. The problem 
of maintaining Japanese political and economic indepen- 
dence against the massive Sino-Russian alliance on the 
mainland of Asia is above the horizon. What was 
a political problem has become a defence problem. The 
date is not far off when the supply of free dollars will 
dry up and Japan—like Germany—will have to export 
to its old markets in order to live. 

In short, the Americans see a grave risk that all the 
work of the last five years may be undone, and the inde- 
pendence of Japan placed in jeopardy, if the wrong deci- 
sions are now made about its future relations with the 
outside world. For eight months or more progress on 
the peace treaty that the State Department believes to 
be urgently needed has been held up by differences with 
the Department of Defence. The Chiefs of Staff hold 
that to retire from Japan would be to leave too large a gap 
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—from Okinawa to the Aleutians—in the American de- 
fence line for the Pacific, and would invite overwhelm- 
ing Russian pressure on a disarmed Japan. And the 
Department of Defence sees no way both of preserving 
Japanese independence and protecting American 
interests save by remaining technically at war with Japan 
and continuing the occupation. Their advisers point 
out that to retain only three or four isolated bases would 
be to put the whole American position in Japan at the 
mercy of one or two atomic bomb attacks. 

Such are the problems that Mr Johnson, Secretary 
of Defence, and General Bradley will be discussing 
with General MacArthur in Tokyo. And with them will 
be the Republican Mr John Foster Dulles representing 
the State Department—and some less exclusively 
strategic considerations. These include the view that to 
prolong an occupation under which the Japanese are 
already chafing would make them even less willing than 
they are already to grant bases to the Americans. If 
Japan is to become stable and friendly, some risks must 
be taken and some good will assumed. In the view of the 
State Department the recent election victory of the 
Liberals, who have made it clear that they would sign 
a peace treaty that excluded the Soviet Union and China, 
provides an opportunity to start negotiations. A separate 
. peace of this kind is all that is possible in the present 
international situation; for the Russians would be 
unlikely to sign, or even discuss, a treaty that allowed 
American troops to stay in Japan, and the United States 
would sign no other. Somehow—for Mr Truman has 
said he hopes for an early peace conference—these two 
views have to be reconciled ; it would surprise no one 
if the compromise solution made a civilian commissioner 
of General MacArthur and retained American troops in 
Japan as defenders rather than occupiers. 

Before examining what are, or should be, the British 
and Commonwealth interests involved, it is as well to 
recognise that whatever solution is agreed between the 
State Department and the Defence Department 1s likely 
to prevail in the long run with all other interested govern- 
ments, save China and the Soviet Union. The running 
of Japan has been a peculiarly personal American busi- 
ness, and the recent course of the Soviet cold war has 
made its future of increasing importance to Washington. 
Unless the Japanese are to be allowed to rearm—which 
has not been seriously discussed—the defence of their 
islands must be America’s concern ; and the Japanese 
will bring confusion and uncertainty into world trade 
unless American advice and influence can be used to plan 
their buying and selling in their old markets. 

The British interest is clearly that peace and stability 
should be maintained in Japan by moderate men who will 
work with the Americans and their allies ; that Japan’s 
role in South-east Asia should grow within the limits of 
an agreed policy ; that leniency should not displace too 
quickly control and distrust ; and that the British and 
other governments should have direct access to Japanese 
statesmen and officials for the conduct of their commer- 
cial and political relations. There has been much discon- 
tent among British traders with the controls exercised— 
or not exercised—by General MacArthur’s staff over the 
economic policies of Tokyo ; and the sooner the system 
of interlocking bureaucracies comes to an end the better. 
Equal partnership—in the sense that it has been offered 
to the Germans—is something to be discussed and 
defined for the future. What is needed now is a treaty 
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or instrument in which Japan’s postwar right oe 
ties would be clearly defined. Ents and liabil. 


* 


At present American authority in Japan js 
by the provision, accepted in pat ge ee eae 
authority of the Emperor and the Japanese Governm ; 
to rule the state shall be subject to the Supreme Com. 
mander for the Allied Powers, who is empowered to he 
such steps as he may deem necessary to give effect to 
terms of surrender.” These powers may not be used in 
current American practice, but to give them up in toto in 
the present state of international relations would be a 
reckless gamble. If a peace treaty involved doing so, jt 
would be better to have no treaty. There is, indeed 
much more to be hoped from an occupation statute that 
would be framed by the Americans in consultation 
with friendly governments, and would not require 
Japanese consent. Such a statute would provide for the 
termination of the technical state of war and for a resump- 
tion of normal diplomatic relations between Japan and 
states recognising the statute. In this way, many of the 
frictions of the present system might be got rid of, and 
Japan would regain a large measure of sovereignty in 
the conduct of foreign affairs. What is more, time would 
be gained for working out what is to be the economic 
role of Japan in South-east Asia. The danger now js 
that a waning of American authority and financial aid 
will bring Japanese economic policy into this vulnerable 
area as an uncontrollable factor at the very moment that 
Commonwealth plans for assisting its development are 
taking shape. 

The Americans have been inclined to regard political 
questions relating to Japan as very much their private 
business and best left to the authority and skill of General 
MacArthur. But the economic problems now arising in 
connection with Japan cannot be so regarded ; they have 
a far wider significance and cannot be much longer 
avoided if Anglo-American relations are not to suffer. 
For example, the effort of the Americans to make the 
Japanese pay their way and stop buying food and raw 
materials with free dollars is turning them towards their 
old markets in South-east Asia. There—notably in Siam 
and Burma—they are bidding with machinery, textiles 
and consumer goods, cheaper than the west can offer, for 
rice surpluses that are barely sufficient to feed Malaya 
and neighbouring countries. If food shortages are created 
by this growing Japanese demand, the Americans wil 
find themselves pumping into underfed and discontented 
South-east Asia the very aid that they have tried to cut 
down in Japan. 

That is only one matter on which there is a clear need 
for close British and American co-operation. There is 
also the further question of how long Japan can be held 
off from the lure of vast potential markets in the Com 
munist-controlled mainland. Japanese businessmet— 
like their colleagues in the Ruhr—are campaigning 
vigorously against the American policy of checking wat- 
potential exports to the Soviet sphere of influence. They 
have heard the siren-cry of the Russians, who promis 
great trade opportunities in China provided that the 
Americans are allowed to retain no bases in Japan ; thes 
opportunists believe i ina with 
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considered and can be solved only as part of the grand 
strategy against the Russian cold war. 

Whether the decision goes in favour of a treaty or of 
an occupation statute there are difficult times ahead in 
Japan. It will be fought every inch of the way by the 
Soviet and Chinese governments ; the Communists will 
bid for leadership of Japanese national feeling ; the 
Yoshida government will be torn between its dependence 


The Fishing Industry—lIl 


Gambling 


HE fishing industry has been described as under- 

going a protracted industrial revolution. Certainly 
during the thirties there were signs that the slow spread 
of large scale operation, heavier capital equipment, and 
vertical integration of successive stages of production 
and marketing were ieading to more profitable and stable 
conditions. But, if the newer methods of organisation 
prevail over the old by only slow and faltering steps this 
is due not so much to lack of enterprise or vitality as 
to the peculiar nature of the trade itself. Its supply of 
raw materials on the one hand, and its markets on the 
other, change not only from one decade to the next, 
but from week to week and from day to day, so that large 
scale organisation and far-sighted investment need to be 
associated with an uncommonly high order of ability. 
At the same time there is the perpetual chance of a 
windfall for a small man willing to back his own judg- 
ment, and this will always keep a number of both 
fishermen and merchants hanging on to the industry 
by the skin of their teeth, cherishing their independence 
and living on hope. The slow and painful process of 
rationalisation was further discouraged in the late thirties 
by the threat of war and admiralty requisition which 
made new trawlers a dubious investment, and thereafter 
by price control which has until this spring sheltered 
the whole industry from harsh economic reality. 


The scale of ownership of fishing boats varies greatly. 
At one extreme are those at Hull, where three-quarters 
of the long distance trawlers were owned in 1934 by 
firms with fleets of 10 or more. Next come the near 
water trawlers based chiefly in Aberdeen, Grimsby, 
Fleetwood and Milford Haven, which with Hull land 
over three-quarters of Britain’s white fish. Here the 
ownership is less concentrated ; in 1934 for instance 
only one-third of Aberdeen’s boats was owned in fleets 
of 10 or more. The herring drifters are mostly owned 


1317 


on American aid and its desire not to lose the allegiance 
of voters to the extremists of right and left ; the peoples 
of south-east Asia will watch with bewilderment the 
west’s handling of their defeated conqueror. And all this 
may well happen during election year in the United 
States. The Americans will need all the support and 
wisdom their friends can offer them ; and the sooner 
active consultation begins the better. 


in Fish 

by the skippers and so are the boats of the inshore or 
‘village fishermen” who go out for one night to fish 
with long lines for prime fish which many of them 
market through local fishermen’s co-operatives. In 
most cases the crew shares the profits, skippers and 
mates taking as a rule Io per cent and 7 per cent respec- 
tively of the net proceeds for their whole pay. Share 
arrangements are complicated and vary greatly, but they 
are an essential part of a trade where working hours 
and routine have no meaning, and where only bursts of 
whole-hearted effort by all on board, when the fish are 
at hand, can make a trip successful. The risks of the 
industry are borne by the deckhand as well as the owner, 
as was instanced in the disastrous herring season of 
1949, when many deck hands received only £2 a week 
plus their food, for fifteen weeks of hard work. Whether 
too big a proportion of fishermen’s wages is liable to 
fluctuation is not easily decided ; the court of enquiry 
into the trawler strike of 1946 declared that the propor- 
tion was too big in the trawling sections. But if the 
prizes are removed along with the risks, the livelier 
hands may begin to look to safe jobs ashore. 


Prices of fish are more erratic at the ports than at 
the fishmongers. Virtually all landings are auctioned 
on the quayside by an agent who acts for the owners ; 
he calls a price for each lot and brings it slowly down 
until some buyer accepts. Early landings fetch the best 
price each day, since there is much to be done (cleaning, 
grading, sorting and packing) before dispatching it 
inland on the afternoon trains. Thus the price paid is not 
solely related to the quality of the fish, and the producer 
must accept whatever he can get without reservation 
or have a highly perishable catch left on his hands. Fish 
meal factories pay only just enough to make sale to 
them preferable to dumping in the sea. The producers 
thus take the brunt of the risks of market as well as the 
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risks of nature. Before the war attempts to obviate 
this double risk were made by the better organised 
producers at Hull, partly by deliberately restricting 
the catch and partly by withholding fish which fell 
below a minimum price, but nowhere else was such 
concerted action even envisaged. A poor market, how- 
ever, and the pace set by Hull will probably cause 
ownership to become integrated into bigger units. 


* 


Distribution was estimated to add nearly 100 per 
cent to the landing price of fish before the war, and 
since controls were removed, the proportion is probably 
higher. “Too many people trying to make a living 
out of it” is the fisherman’s constant complaint. J. B. 
Jefferys in “ The Distribution of Consumer Goods ”* 
estimates that before the war 47 per cent of fish passed 
from the port auctioneer, via the port wholesaler and 
the inland wholesaler, to the retailer, while some 5 per 
cent was handled by three or more wholesalers before 
reaching the shop. 


There were before the war, according to Mr. Jefferys, 
between 1,700 and 1,800 port wholesalers (known as 
“ merchants”) and a further 450-500 inland whole- 
salers, and they are still as numerous as ever. Their 
respective working margins he estimated at 25 per cent 
and 19 per cent on an average, with retailers adding a 
further 40 per cent. Realized profits after wastage were 
somewhat lower, but the total effect was to add between 
80 and 150 per cent on to the fisherman’s price. 


The mystery of such a large number of dealers is 
partly explained by the casual nature and small capital 
of many of the merchants. A fish “lumper” or 
porter can go into the market on any morning on 
the strength of a borrowed pound or two, take up a 
promising lot, cadge a few boxes and pack them off to 
an inland dealer to whom he is quite unknown for sale 
on commission ; he may be lucky, and if not the venture 
iS NO more expensive than backing horses. This is an 
extreme example, but the majority of merchants work 
with little capital, cleaning and packing in ramshackle 
premises with all the hallmarks of waste and inefficiency. 
In Aberdeen, for example, in 1942, eight merchants 
handled 70 per cent of the catch, and no fewer than 219 
other merchants divided the rest between them. They 
all stay in business because retailers and wholesalers 
throughout the country each like to keep in touch with as 
many port merchants as possible, as a safeguard against 
local scarcities. 


An industry that alternates so swiftly between glut 
and famine, with a commodity whose value falls rapidly 
every hour it is out of the sea, has found that it pays 
in the long run to have this surplus capacity. But the 
Duncan Report in 1934 suggested that the same flexibi- 
lity could be achieved with greater efficiency in layout, 
personnel and quality of service by a Marketing Board. 
With powers to license merchants and inland wholesalers, 
such a board could gradually sweep away the agglomera- 
tion of little fish houses and enforce more reliable 
standards of quality and grading. The optimum posi- 
tion lies somewhere between the two extremes of 
great flexibility leading to unreliable quality and high 
costs, and a formal stability bought at the price 





———_ 


e Cambridge University Press. 430 pages. : 253. 
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of a rigid organisation unable to cope 
gluts. 


Such a delicate balance, however, is unlikely to be 
achieved by the industry without outside assistance ; anj 
since the war put an end to the White Fish Commission 
the Duncan report has been shelved. The taking ove; 
of port wholesaling functions by the producers them. 
selves, which seems to the outsider the obvious solution 
has been tried here and there with indifferent success - 
it would appear that an entrepreneur must specialise 
in either producing or merchanting to succeed in this 
complicated trade. Also, it is hard to see how good 
relations between owners and fishermen would survive 
the experience of owners recouping on the merchantin 
transactions what the ships lost as producers ; this diff. 
culty has been experienced where owners of unprofitable 
ships have had interests in ice and coal companies, while 
their fishermen took the brunt of low prices. 


1950 


with Sudden 


* 


The weekly consumption of fresh fish in the United 
Kingdom is now half as big again as it was in 1934-38, 
but its traditional rivals at the margin of the household 
budget—fresh fruit, vegetables and eggs—have this 
year made their influence felt sharply at the beginning 
of the summer season. It is becoming obvious that in 
the next few years there will probably be more fish on 
the British market than can be consumed. Quality js 
a bigger problem than price, since few housewives can 
judge fish expertly, and cheap fish, instead of being 
appreciated, tends to be suspected. Fried fish sales are 
probably the most elastic market for cheap varieties, but 
these are unlikely to ease the general situation very much. 


If consumption is to be maintained even at present 
levels, bold and imaginative methods will be needed to 
give the public fish that it enjoys instead of a grey horror 
that it endures. Danish boxed plaice and soles sent 
direct to inland markets are in great demand at a good 
price because they are more reliable, fresh and carefully 
packed than anything the British fishermen produce. 
These are a luxury item at present, but the same 
extravagant attention to detail is essential if fish as a 
commodity is to live down its present reputation. 


Besides quality, however, novelty is the great essen- 
tial. It is unfortunate that so many new experiments 
in marketing fish, in canning, freezing and _filleting, 
should have been launched, not to make dull fish better, 
but to make bad fish bearable. These bad starts wil 
also have to be lived down, for modern housewives have 
proved repeatedly that ready processed, easily served 
food is what they want; corn flakes have ousted 
porridge, tinned salmon has ousted its weight in fresh 
fish—even the poorest customers queue up for fried cod 
and leave cheap herrings on the fishmonger’s slab. I 
should not be beyond the ingenuity of the industry (© 
fillet herrings, to popularise frozen cutlets of absolutely 
reliable, branded quality, or to rival tinned salmon with 
a ready-to-serve white fish. 

The fishing industry is facing a jaded market at home, 
the loss of export markets abroad, and a threat of cut 
throat foreign competition everywhere. Its presetl 


difficulties therefore command a sympathetic hearing, 
But assistance will be worse than useless unless it 
applied in a way that stimulates those major changes 12 
the industry which seem so obviously desirable, but 
which the industry appears powerless to carry out alone 
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NOTES 


Relief for the Government 


The Government’s victory by a majority of 14 in the 
division over the petrol tax, at the beginning of the 
committee stage of the Finance Bill, has given Mr. Morrison 
and the whips renewed confidence that they will reach 
the haven of the summer recess without disaster. They 
will still need vigilance during the further late night 
sittings which are to come, but the omens are, for the 
moment, favourable to them. The Government’s majority 
over all other parties has fallen to 8 with the arrival of 
Mr Macmaraway, the Unionist Member for Belfast West, 
whose position has been challenged because he is a clergy- 
man in the Church of Ireland. But although he has taken 
the oath, he has not yet taken part in debate or in divisions. 
The government whips have at last begun to evolve an 
effective method of shaping the pattern of debates to suit 
their own ends. The idea originated among their own back 
benchers where the more restive left wing members of the 
last parliament have now formed a group ready to provide 
speakers at short notice in order to keep a debate running 
until the full Government voting force can be mustered. 
The Tories for their part are making little effort to camou- 
flage their intentions when it comes to calling a division, so 
that it would require a gross error in generalship on the 
part of the Labour whips to bring the Government down 
during the remaining six weeks of the session. 


The Finance Bill is the only really controversial legislative 
measure to be considered during this time. Of the meagre 
list of 22 measures which have so far come before the 
Commons since the election, seven have already passed into 
law, six have gone on to the Lords and nine remain for 
consideration. There are another two or three minor 
measures such as the Street Works Bill still due to come 
down from the Lords, but of these the Medical Bill is 
the only one of any importance apart from finance for the 
Commons to consider. The project to give the cinema 
industry a further {1,000,000 through the Film Finance 
Corporation will, if adopted, require a short bill, but the 
real controversies during the remainder of the session will 
arise, apart from the Finance Bill, not over legislation but 
on such questions as the future of the groundnut scheme 
and, above all, on the Schuman Plan. On these the Govern- 
ment is likely to have an uncomfortably rough ride. 


* * * 


Bonn and Strasbourg 


Dr Adenauer’s government is in process of accepting the 
invitation to be represented in the European Assembly at 
Strasbourg. All parties except the Socialists, the Communists 
and the extreme right wing voted for the motion on the first 
and second reading in the Bundestag, and the final decision 
seems to be a foregone conclusion. Dr Adenauer made no 
new points in his speech introducing the proposal, but the old 
arguments are, after all, eminently sound. His main 
emphasis was, naturally, upon the nature of the German 
choice between an east which offers enslavement in return 
for submission and a west which offers friendship in return 
for co-operation, Dr Adenauer pointed out that Germany’s 
advance towards freedom and complete control of its affairs 
depended upon evidence of its own good intentions, and a 
refusal to participate in the European Assembly would hardly 
be interpreted as a gesture of solidarity with the west. A 
turning point has been reached, and Germans should realise 
that “the co-operation of the European countries is abso- 
lutely necessary to withstand pressure from the east.” The 
Chancellor went so far as to say that the vote would show 
“ who is for the east and who is for the west.” 


What, then, is one to say of Dr Schumacher, who has taken 
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the Socialists into opposition to the measure? No German 
politician is more alive to Communist pressure or more 
menaced by it. Yet he has violently opposed the invitation 
to Strasbourg ever since it was first offered and showed him- 
self as unrepentant as ever in the debate. Since, however, 
the reasons he gave for his attitude included every known 
argument, big and small, relevant and irre‘evant, the most 
likely explanation is, perhaps, that Dr Schumacher is faith- 
fully pursuing his duty to oppose. He refused because the 
Saar was to be included. He refused because Germany was 
only to have associate status. He refused because a hard 
enough bargain had not been driven. He refused—s:gnifi- 
cantly—because the next step would be an invitation to join 
the Atlantic pact, and the one after the decision to rearm 
Germany. In a word, he was for the west but only a west 
moulded to his own liking. The attitude is not unknown 
in other Socialist parties, but it has brought them no con- 
spicuous success in European affairs. 


* * * 


France Enjoys the Cure 


A number of the French parliamentary parties have 
held their spring conferences during the last month. These 
have led to no disturbance of the reigning coalition of 
Mouvement Républicain Populaire, Radicals and Socialists 
(the latter out of the government but voting with it). Yet 
it is possible, if highly unlikely, that between now and 
the parliamentary recess in 5 or 6 weeks M. Bidault’s 
government will disintegrate. 


Last year M. Queuille was wobbling just about this time 
as a result of a difference of opinion about the price of 
petrol ; but he managed to play out time until the holidays. 
This year, although wnmobilisme has hardly given place to 
dynamism, the government seems stronger for several 
reasons. First, France is feeling the psychological benefit 
of the long slumber under M. Queuille ; second, the economic 
situation is satisfactory (an unusual decline in wholesale and 
retail prices occurred in May and there is a prospect of an 
excellent harvest); third, M. Bidault’s team has promised 
a greatly accelerated construction of houses ; for 1951 the 
target is 100,000. The government intends both to increase 
its own building programme of low-rent houses and also to 
stimulate private building. The recent reduction of the 
discount rate of the Bank of France from 3 to 2$ per cent 
will presumably contribute to this end. 


The MRP Congress at Nantes gave no evidence of a 
change in the complexion of the party. M. Bidault was 
re-elected as president with an overwhelming majority ; the 
motion on Roman Catholic schools recommended the exten- 
sion to them of state-assistance but in a manner conciliatory 
to the Socialists. The party also declared itself against an 
outright return to the system of single-member constituen- 
cies, but did not dogmatically oppose all electoral reform. 


The Radicals, who, in their prewar heyday raked in seats 
by means of the single-member system, are naturally the 
main antagonists of proportional representation. But there 
is no sign that this issue will bring about a break of the 
coalition. It is, indeed, far more probable that, since it is 
to the interest of all other parties to reduce the present 
Communist representation of 180 seats by some measure 
of electoral reform, this change will be ultimately negotiated 
among them in the form of a compromise between the twe 
principles. 

The French Socialist Party has, on its own admission, 
lost a quarter of its subscribing members during the 
last year. But this is a fate suffered by all parties in 
times of quiescence and there is no solid evidence of a 
















































Le 


He 


emer 













1320 


decline of Socialist strength in relation to the other parties. 
Such a falling off may, however, became apparent in next 
year’s elections because the Socialists are becoming more 
and more of a sect with no appeal beyond their immediate 
clientele, which is largely composed of medium and minor 


civil servants. 
* * . 


Parties of the Right 


Among the opposition parties two groups, the one 
boldly, the other faintly, hold the stage ; the RPF of General 
de Gaulle and the ultra-conservative Parti Républicain de la 
Liberté. The PRL, which, with the other small groups 
(the Peasants, the Independents, the Democratic Alliance— 
of which the chairman is M. Flandin) forms the parlia- 
mentary Right, is hardly of consequence for the future. On 
the other hand, de Gaulle’s Rassemblement, which, as it 
did not yet exist at the elections of 1946, is only indirectly 
a parliamentary force by means of its inter-groupe which 
unites in the Assembly a number of deputies belonging to 
other denominations, is certainly of great importance. 


The general’s star, however, rises chiefly when the. govern- 
ment is in difficulties. (The devaluation of the pound last 
September and the Saar dispute this spring were instances 
of its temporary ascendancy.) His party’s refusal to welcome 
the Schuman proposal has done much to reduce its dim 
grandeur in the eyes of those for whom such a development 
is essential. The decision was taken on the grounds that the 
present government was incapable of either negotiating such 
a momentous policy with adversaries as ruthless as the 
Germans, or of enforcing it in a country as undisciplined 
as France. It was further objected that the main considera- 
tion presenting itself to both Frenchmen and Germans was 
not economic but strategic, i.e., emphasis should be on the 

- planned decentralisation of heavy industry towards the 
Mediterranean and North Africa rather than upon its 
rationalisation in situ. In the eyes of many Frenchmen the 
attitude of the RPF to this question indicates a certain 
archaism in the movement, which leads it to view practical 
problems without the necessary modicum of international 
idealism. ; 


The rather peculiar process of government under which 
France has pursued the course of recovery during the last 
18 months certainly owes nothing (as our Paris Correspondent 
explains in an article on p. 133§) to great men and resonant 
oratory (M. Petsche, the unobtrusive non-party minister, 
has been typical of French rulers during this period.) 
ft remains to be seen whether the country will again move 
forward on the road that for a moment it seemed to be 
taking after the war at the time of the big schemes of 
nationalisation, of social security and of the re-creation of the 
French Empire. All depends upon whether the moment 
inexorably demands action of a kind that only a majority 
party can take. It is not yet clear whether the Schuman Pool 
and, with it, the problem of western defence will soon create 
a situation in which France must be subjected to new legis- 
lation and tighter administrative controls. 


* * * 


Return to Groundnuts 


At long last, full information on the past and future of 
the East African groundnut scheme is becoming available. 
On Monday, the Overseas Food Corporation announced that 
a working party had been set up to give advice on the 
long-term and short-term agricultural policy to be pursued 
at Kongwa. This announcement coincided with the pub- 
lication of the report of the Committee of Public Accounts 
into the accounts of the Overseas Food Corporation for 
the twelve months ended March 31, 1949. The auditors’ 
strictures on those accounts were made known last October 
when the accounts were published. What the Committee 
cf Public Accounts now reveals is that the board of the 
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Overseas Food Corporation did not make avy 
Ministry of Food the auditors’ memorandum, 
August, 1948, which gave due warning that, in view of the 
situation in the stores and accounts departments jp Fas 
Africa, their report on the corporation’s accounts would be 
bound to contain these strictures. This Oversight on th 
part of the board is the more reprehensible in that the 
Ministry of Food accepts the blame for the “ headion ; 
manner in which the groundnut scheme was launched a 
which was persisted in even after the difficulties had become 
apparent. 


The Public Accounts Committee is naturally mainly con- 
cerned with the financial question. But its report also raises 
the issue of where final responsibility for the groundny: 
scheme should lie. The three parties concerned, the Ministry 
of Food, the United Africa Company—its managing agency in 
the first year—and the Overseas Food Corporation, all hand- 
somely accept some blame for the scheme’s failure, presum. 
ably on the principle of blame shared is blame halved. By 
on the general issue of who is responsible for policy, the 
position is still obscure. If, as seems to emerge in the 
evidence to the committee, the decision to proceed with 
large-scale clearing at Kongwa instead of changing over to 
experimental pilot schemes was a Government decision. 
why did the then Minister of Food so consistently refyse 
full information to Parliament on the plea that the corpora- 
tion’s responsibility for the scheme must not be blurred ? 
On the other hand, Sir Leslie Plummer made it quite clear 
in his evidence that he was not in favour of pilot schemes, 
and it may be that the Ministry was acting on his advice. 
The only thing that seems reasonably clear is that the device 
of the public corporation seems, in this case at least, w 
confuse rather than clarify the responsibility for spending 
the taxpayer’s money. 


ailable to the 
dr awn up in 


* * * 


Boxes of Tricks 


It is open to question whether public opinion in 
democratic countries benefits from the alternate doses of scare 
and encouragement that statesmen offer whenever they 
discuss defence questions in public. One month the cry 
is all for stiffer upper lips, better teamwork, and the need 
for planned strength against Soviet forces, whose divisions are 
always numbered in round millions and whose aircraft are 
always presented in scores of thousands. The next month 
it is all for confidence in superior industrial and scientific 
techniques, for new weapons against old tactics, for mobility 
against mass, for deterrents versus power to strike back. The 
truth surely lies between these two extremes, and it is time 
that one or two statesmen to whom all Europe will listen 
expounded that truth so far as security allows. — In this 
country, for instance, a month has passed since revolutionary 
decisions about defence were taken by the Atlantic Counci: 
but no one has yet thought fit to explain what they mean ( 
Britain and its allies. Mr Attlee and Mr Shinwell mus 
surely see the danger of drifting into the position that s0 
perplexed Mr Baldwin—of not daring to speak candidly about 
rearmament for fear of losing the votes of a “ paciiic 
democracy.” 


The latest disturbing swing towards misleading optimism © 
occurring in America. The Secretary of the Army has taken 
up the theme of Dr Vannevar Bush and spoken of guided 
missiles, proximity fuses, tactical uses of atomic weapons and 
so on. In so far as this doctrine discourages ta!k of Europes 
providing tank-fodder while the Anglo-Americans sit ® 
machines, and in so far as it concentrates more attention 0 
the qualities in which the west is strong, the doctrine : 
sound and refreshing. But it could quickly become a my”: 
an obsession like that belief in the V weapons which ws 
fostered by Hitler’s propaganda. For politicians will gf 
only too readily at the idea that boxes of tricks—not yet 
mass production and barely off the drawing board—can take 
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the place of trained men, and at the hope that everything in 
which a potential aggressor is strong is becoming obsolete. 
The purpose of the Atlantic powers is to prevent war by 
adequate preparation ; they will not get it if their political 
leaders encourage the same kind of myths and escapism as 
prevailed in the thirties. 


* *® * 


India and South Africa 


Relations between India and South Africa, which have 
never been very happy, have taken a turn for the worse. 
Last week the Indian Government announced that, because 
of the Group Areas Bill which will give effect to Dr Malan’s 
apartheid policy, they would not take part in the round- 
table conference about the Indian minority in South Africa. 
The South African Government have pointed out that, when 
the conference was mooted earlier this year, the Indian 
delegates were told about the Group Areas Bill and the 
effect it would have on Indian communities in South Africa. 
They find it difficult to understand, therefore, why the 
Indian Government should now suddenly decide that the 
Bill destroys the purpose of the conference. 


The Indian Government certainly seem to have been 
unreasonable. The broad outlines of the Group Areas Bill 
were known some time before the preliminary discussions 
in South Africa in February ; if India thought that the Bil 
made it impossible to find a basis for agreement, it should 
have made its objections clear at the start. To appear to 
have been willing to disregard the Bill and then dramatically 
to call off the proposed conference because of it, is clumsy 
diplomacy to say the least and considerably weakens India’s 
case. 

In any event it is unlikely that the South African Govern- 
ment would have been prepared to discuss their domestic 
policy. The original purpose of the conference was to find 
a way either of persuading South African Indians to emigrate 
to India—which is what Dr Malan wants to do—or of bring- 
ing an end to the everlasting friction between the Indians and 
the rest of the racial groups in the Union. The Indians in 
South Africa are, however, South Africans and not Indians 
by nationality ; the Indian Government were invited to the 
conference not because their sovereign rights were involved 
but because whatever course of action was decided upon 
their help would be necessary. Clearly, there could not be 
a mass emigration to India unless India was willing to 
accept the immigrants ; second, there could be no racial 
peace between the South African Indians and the rest ‘f, 
among other matters, India did not agree to stop its agita- 
tion in the Union. The Group Areas Bill does, of course, 
have some bearing on racial peace, but, whatever the rights 
and wrongs of the Bill, by implying that they would not talk 
business until it had been amended or abolished, the Indian 
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Government are asking Dr Malan to accept’a degree of 
interference which they themselves would never tolerate. 


* * x 


Money for Malaya 


One of the most important results of the recent visit 
to Malaya of the Secretaries of State for War and for the 
Colonies is that Britain will almost certainly pay more 
towards the fight against the Communist guerrillas. Like 
other changes now likely to flow from the visit this step 
is welcome, belated though it is. Each of the two ministers 
is now in the curious position of being for the moment the 
chief expert in h1s own department on the subject of Malaya, 
and it will be their job to convince Sir Stafford Cripps that 
Britain must take over a much larger commitment. 


Why, in fact, should the British taxpayer pay more towards 
the cost of the Malayan campaign than the {5,000,000 paid 
over to Kuala Lumpur last year, the £3,000,000 already 
promised for this year, and the expenses of the imperial 
forces maintained in Malaya at an annual rate of about 
£5,0c0,000 ? The first answer is that the Federal Govern- 
ment needs all its available resources for financing long-term 
developments, like more schools, medical facilities and social 
services, in order at least to counter false Communist accusa- 
tions that it is doing nothing to improve the lot of the people. 
Indeed, this is a vital part of the campaign itself. With 
emergency expenses constantly mounting, the Federation 
ought, as an absolute minimum, to have a firm undertaking 
from Britain that it will bear a fixed proportion of them. 


But wider interests are also at stake. As Sir Clive Baillieu, 
the chairman of the Dunlop Rubber Company, recently 
put it: 

The raw material strategic axis of the whole western 
world stretches from just east of Suez through the Middle 
East, India, Malaya, Indonesia and on to China... . There 
lies ahead of us a period of uncertainty and grave risk for 
the whole of this vital supply base. 

If the struggle in Malaya is lost, or allowed to run on, nearly 
all that remains of British power, prestige and influence 
would be lost throughout the east. And with it would 
go much of the country’s trade and standard of living. All 
these things hinge upon adequate British financial assistance 
to Malaya. 


= x * 


Engineers and Nationalisation 


The conference of the Amalgamated Engineering Union 
is one of the more important union conferences of the year. 
The AEU is a compactly and efficiently organised union and 
its membership is distributed in key jobs throughout British 
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industry. It has always been vocal on political as well as 
industrial questions, and there are a number of able and 
determined Communists among its branch leaders. Its 
deliberations are, therefore, an interesting indication of the 
state of opinion among the workers of the left wing of the 
Labour Party and beyond. One point emerged very clearly 
from this and other recent conferences ; nationalisation may 
temporarily be a closed issue at Transport House, but it is 
very much a live one elsewhere. Mr Jack Tanner, in an 
otherwise temperate presidential address, urged that political 
expediency should not mean the relaxation of pressure by 
the trades union movement for nationalisation. 

We should not water down our programme in the hope 
of placating ill-informed middle-class voters but should go 
all out to convince these people, and the waverers among 
the workers, of the correctness of our Socialist policy. 


However unrealistic it may be, and however unpopular 
with Mr Morrison, this is an echo of a view that has a 
number of adherents among the younger Labour MPs. But 
in the discussion that followed, it was clear that considerations 
of political expediency do now affect the thinking of even the 
extreme left. A fiery resolution for the nationalisation of the 
engineering and shipbuilding industries without compensa- 
tion and on syndicalist lines was watered down after con- 
siderable argument, with only the Communist element 
supporting it to the bitter end. 


Although Mr Tanner beat the usual trade union drum 
about the iniquity of high profits, he made some sensib!e 
remarks on the importance of maintaining a proper reward 
for skilled labour. He pointed out to the union the error of 
the line they had made him take in demanding an all round 
increase of {1 a week, in the hope of a quick settlement, 
when they should in fact have concentrated upon a revision 
of the wages structure. If Mr Tanner can persuade his union 
of the fallacies of their claim for an all round increase, it is 
possible that there may be a basis for a negotiated settlement 
im the protracted dispute between the employers and the 
unions in the engineering industry. 


* * * 


The Enugu Inquiry 


It is difficult to feel satisfied by the report (Colonial 
No. 256) of the commission of inquiry into the disorders 
that occurred in the eastern provinces of Nigeria last 
November. There was a time when inquiries into similar 
disturbances in the colonies were accepted at their face value. 
Perhaps they were unfair to Government or employers ; but 
these took the rap, action was promised on the recommen- 
dations and the British conscience was quieted. Today, 
however, colonial governments have to consider the effect of 
a commission’s report, not on British public opinion, but on 
public opinion in the colonies, where the extremists will be 
only too glad to have another propaganda weapon to wield 
against “British domination.” Two years ago, the report 
on the Accra riots was accompanied by a Colonial Office 
memorandum criticising some of the commission’s recom- 
mendations and findings. Now, after some delay in 
publication, the Enugu commission’s report is accompanied 
both by a dispatch from the Governor of Nigeria and a 
reply to him from the Secretary of State. 


The Governor accepts the commission’s recommendations 
on the improvement of industrial relations and the trade 
unions and the strengthening of the Labour Department—a 
small group of experts to advise on these matters has already 
been appointed. He is also prepared to accept the criticism 
of the action of the superintendent of police, who is found 
to have made an error of judgment in giving an order to 
fire before it was necessary. What he does not accept is 
the commission’s finding that the Chief Commissioner of 
the eastern provinces treated the go-slow movement at the 
Enugu colliery as a political agitation instead of as an indus- 
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trial dispute. He disagrees particularly with the commi«:..: 
statement that the Chief Commissioner gave an ig he 
removal of explosives from the mine “ at all costs.” T.: 


finding could not be justified by the evidence. This 


On these two po:nts the Secretary of State supports h 
Governor, although he agrees with the commission’s critic - 
of the Chief Commissioner’s actions in other res 
a time when any dispute in Africa so easily become 
—as is shown by the events in Nigeria subsequent to the 
Enugu disturbances—it is the essence of good governn te 
to distinguish a purely industrial dispute when one arise: 
It is thus a pity that on this all-important matter there show; 
be public disagreement—without the evidence itself heirs 
made public. 


CTiticisms 
pects. At 
S political 


Men: 
. 


* * * 


Development Charges Relaxed 


_ Dr Dalton chose the occasion of the debate on tow: 
and country planning in the House of Commons to announce 
“a further little experiment in freedom.” The new cop- 
cessions refer to development charges. The enlargement of 
dwellings by not more than 7,500 cubic feet (instead of 
1,750 cubic feet) and the lateral conversion into flats of not 
more than three adjoining houses will be exempt from charge. 
The Minister also promised to try to reduce the scope of 
the order which fixes what changes in use of property are 
liable to development charges. In particular, exemption 
from development charge (though not from the need to get 
planning permission) will be given, on conditions, to res- 
dents who wish to use part of their dwelling for business 
purposes. These are welcome relaxations. The Exchequer 
will suffer an inconsiderable loss, but many small owners 
will be relieved of one cause of frustration and annoyance. 


The Minister refused to reduce the rate of development 
charge below its present level of 100 per cent. He argued 
that since building labour is fully employed there is no need 
at present to offer an inducement to develop, whilst admi- 
ting that the need might arise later. He did agree to consider 
the suggestion that a firm statutory basis of valuation for 
development charges should be laid down in place of the 
more elastic technique at present employed by the Central 
Land Board. It is doubtful whether this second proposal 
would work well oa its own. Some flexibility in the fixing 
of development charges is desirable. It is better to secure it 
by varying the rate of charge than by juggling as at present 
with valuation techniques; but to combine a system of ngid 
valuation with a 100 per cent levy would be most unsats 
factory. The debate produced further evidence that piece- 
meal amendment will only increase the anomalies and 
complexity of the Town and Country Planning Act. What 
is needed is a complete new Act, and there is no reaso, 
with the present leisurely parliamentary schedule, why ths 
should not be forthcoming. 


* * * 


Complaints from Hungary 


The report on Hungary’s economic progress made {02 
recent meeting of the executive committee of the Workers 
Party was a mixture of praise and blame. Mr Geroc, tt 
president of the economic council, produced statistics © 
illustrate his cheerful and optimistic picture of the country’ 
general economic progress ; but he also had hard things © 
say about some “serious shortcomings” and about lack j 
discipline on the part of the workers to whom he addresse 
a lecture full of much sound common sense. He pointed out 
that wages were increasing more rapidly than prodarar 
and he denounced the popular belief that “one can but 
socialism without any special effort or sacrifice.” Mr Gereé, 
therefore, stressed the need for improving labour disciphne ; 
wage frauds, which apparently are widespread, must te 
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STRATOCRUISER SLEEPER SERVICES 


T h.S.Ge. AND Concedes 


B.O.A.C. operates the ONLY Sleeper service to Canada. 


B.O.A.C. Stratocruisers fly you over- | Sleep your way across the Atlantic in the 
night from London to New York and | double-decked spaciousness of the world’s 











also to Montreal. 7 flights weekly to | largest, fastest, most luxurious airliners. 
New York (3 via Shannon, and 4 via | Sleepers cost only £8.19.0: extra one way. 
Prestwick). 4 flights weekly to Montreal | Berths are big and roomy, have foam- 





(1 via Shannon, 3 via Prestwick). rubber mattresses and curtains for privacy. 


GEV FHERE SOONER? STAY THERE LONG ER? ‘bd 









































Reduced Return Fares for ‘* Off-Season "* Travel ‘ 
ro uf e | F re eens Ek en een crenata ate eae emia Ss akcasie eainioamntoaio 
From LONDON to Single Fare | Standard Return Fa oe aman janet | To New York | To Montreal 
| New Yo 22: ‘Bet tC sth june | Bet £166.13 £160 
| NEW YORK £125.0.0 £224.19.0 Between Ist Dec. and 30th June | Between Ist Sept. and 31st Mar. . 
| o Between Ist Dec. and 30th June | Between Ist Apr. and 3ist Aug. £195.16 £138 
MONTREAL £1 20.0.0 £216.0.0 Between Ist July and 30th Nov. | Between Ist Sept. and 3!st Mar. £195.16 £188 








B.O.A.C. TAKES GOOD CARE OF YOU 


Free advice and information available on request from your 


lal B.O.A.C. Appointed Agent or B.O.A.C., Airways 
Terminal, Buckingham Palace Road, London, S.W.1. 
Telephone : ViCtoria 2323. Early reservation advisable, eerie BY © e e 


BRITIS H OVERSEA $8 i ew eS 0 OO 2: 3 CBee. 6.2 
















Whenever Export fizures are quoted there comes the 


aia " ‘ *llustration: Courtes 
accustomed reference to‘ expert British Craftsmanship’. Mr. J. R. Jones ad ¥ 


Messrs W.S. Hodgkinson 
But ... have you ever stopped to ask yourself... & Co. Lid. Wooten Som. 


“Who are Britains Craftsmen ?” 


Introducing Robert Jones. With half a century's are the showmen of the vast paper and 
service behind him, he is a vatman in a paper mill. printing trades... but behind them, away from 
A swing of his wrists and a mass of fibres and water the limelight, the craftsmen work on as before. 















becomes a sheet of high quality hand-made paper. And must there not be craftsmanship at every 


A starting point of a trade that enables stage if the finished article is to be a master- 















Britain to export increasing quantities of piece ? Monsanto think so, and they follow 
books and printed matter.* this rule in making chemicals for a long list 
Ly But... does craftsmanship mean of British industries. Monsanto chemicals for 
the paper trade are playing an increasingly 

ger, speedier and more important part in the production of better 


paper for Britain and the world. 






Monsanto make over 200 chemicals for use in 
industry. Of widely varying application, they all 
conform to the highest standards of craftsmanship 
in chemical manufacture. 






MONSANTO CHEMICALS LIMITED 
8, Waterloo Place, London, S.W.A 
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stopped, and wage norms, which have become obsolete since 
their last revision in January, 1948, must be revised once 
more. 


Mr Geroe also felt uneasy about Hungary’s foreign trade. 
He comp'ained that “the major part of the industrial 
managers treat the question of production for export with 
an air of sovereign disdain.” And although trade with the 
Soviet Union and the “ people’s democracies ” had increased 
by 63 per cent since last year, trade with the west was falling 
behind. One reason for this is the poor quality of 
Hungarian goods. It is said, for example, that a Budapest 
ename!ware factory lost an order worth nearly {£15,000 
because of shoddy samples. 


Hungarian leaders are, of course, extremely anxious that 
the new five-year plan, which is to change Hungary from a 
great food-producing country to a predominantiy industrial 
one, should get off to a good start. And, even if the plan’s 
ultimate object is to expand industrial exports to the east, it 
can hardly succeed in its initial stages if it is cut off from 
western machinery and equipment. 


* 


The executive committee of the Workers’ Party also heard 
a report on “ clerical reaction” by the Education Minister, 
Mr Revai. It had been preceded by a violent anti-clerical 
press campaign, leading up to the arrests of many priests 
and teachers of religion. This new campaign against 
the church seems to have been touched off by the 
refusal of the bishops to sign the Stockholm “ peace confer- 
ence’s”” demand that the atomic bomb should be banned. 
Every section of the clergy is accused of some heinous crime 
or other. The monastic orders, accused of being “ imperialist 
agents and reactionary rumour-mongers ” are shortly to share 
the fate of their Czech brothers. But Mr Revai’s reference 
to the “ bitter determination” with which the clergy are 
supporting the resistance of the Kulaks to the “ Socialist 
transformation of agriculture ” gives a clue to what is perhaps 
the basic reason for the present campaign. Although the 
part to be played by agriculture in the new five-year plan is 
over-shadowed by industry’s part, it is nevertheless vital to 
the success of the whole. The Hungarian Communist leaders, 
who have recently ordered a s!owing-down of the drive for 
collectivisation, well understand the grave effect that peasant 
opposition may have on agricultural production. 


* * * 


Integration or Disintegration 


Wednesday’s debate in the House of Lords on the 
position of the RAF reflected the anxiety that is raised 
in British minds by the conception of “ balanced collective 
forces” agreed on by the North Atlantic Treaty Council. 
Does this mean, Lord Swinton and Lord Trenchard asked 
the Government, that the RAF is no longer to be a balanced 
force on its own? Is the function of providing a strategic 
bombing force to pass to the Americans, except in so far 
as Britain has commitments outside the North Atlantic 
Treaty area? It is never very easy to get a precise explana- 
tion of service policy from Lord Alexander of Hillsborough, 
but he did so far clarify the various and somewhat contra- 
dictory remarks made by ministers over the last few months 
as to declare that: 


There is no intention that the Royal Air Force shal] con- 
centrate on one particular role, or that the part we play in 
the defence of western Europe will be such as to result in 
any unbalance of the Royal Air Force. 


This may mean much or little, but from remarks embedded 
in the rest of a long review of RAF policy, it appears that 
the Government intends to press on with the production of 
the Canberra medium bomber, while continuing with the 
design and prototype production of heavy bombers. 


It has often been urged in The Economist that Britain 
cannot afford to devote the necessary productive resources 
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1959 
to a full scale programme of heavy bombe 
while meeting all her other military commitment, yt 


strategic bombing is a task which must be lef 
the United States Air Force. The oppositi 
argument arouses is largely based on distry 
of reality of the United States Congress 
about the superiority of the heavy bomber types curre 
being produced in the United States. Against this it a 
be argued that the tightening of the North Atlantic Or = 
sation, which produces the need to integrate defences 
makes it increasingly less possible or likely that Con sed 
will wish to or be able to retreat from its responsibilities i 
the event of trouble. In the second place the +t 
against British production of heavy bombers jis pot : 
argument for disbanding the British companies or des; ; 
teams which are experienced in bomber design, nor for the 
RAF to cease to evolve superior techniques of heavy bomb. 
ing. If the closer integration of Atlantic defence means 
anything it must surely mean a willingness on the part of 
the member nations to abandon the kind of national pride 
which refuses to recognise the results of faster technical 
progress elsewhere. Until it is clear that the United States 
would accept and build a British designed heavy bomber jf 
it were demonstrably superior to, say, the B36, Britan 
cannot afford to relax her interest in heavy bomber pro- 
duction as well as design, but equally until that stage js 
reached, there can be no great substance in the concept of 
“ balanced collective forces.” 
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Dupes and Deceivers 


The recent decision of the House of Commons on the 
subject of Post-office deliveries on Sunday, and the bill 
which is now under discussion in the House of Lords for 
the more effectual suppression of Sunday trading, seem 
to us to betray a spirit and to indicate intentions against 
which it is imperative on every one who wishes well to 
the best interests of society to make a resolute and 
peremptory stand. The Sabbatarians, though small in 
numbers, are yet formidable as a party, because their 
activity is unwearying, and their encroachments on the 
rights and the freedom of their fellow-citizens are cloaked, 
both to themselves and to the world, under the guise of 
religious zeal; and because—such is the unforiunate 
temper of Englishmen—they can at any time fill up their 
ranks and augment their apparent influence by the nominal 
adhesion of thousands of the indifferent, the timid, and 
the ignorant—the easy dupes and the willing deceivers. 
Any cry, raised by any body, in the name of religion or 
religious decorums, is certain in this country to be swelled, 
by the ready echo of the thoughtless of all ranks, into a 
shout loud enough to drown the voice of reason and justice 
..+. Those who presumptuously designate themselves par 
excellence the religious world have been allowed hitherto 
to preach, with too little contradiction, the insufferable 
dogma, that all who venture to oppose their schemes 
cannot be religious men at all, but must be content to 
rank under the banners of the Principle of Evil. The 
language they have been permitted to use is to be 
attributed fully as much to the moral cowardice of one 
party as to the assumption of the other. . . — If those 
whose habits of serene reflection have led them to worthier 
conceptions than commonly prevail, would fearlessly raise 
the standard of that freedom of the mind which they 
profess to prize, beyond wealth or worldly honours ;—if, 
disdaining to truckle to popular clamour or to humour 
popular delusion, they would boldly speak their conviction 
. .. they would find that thousands who now acquiesce 1 
a reluctant and discreditable silence, would eagerly crowd 
into their ranks, and place them in a majority, W 
would secure at once their victory and their safety. 


The Economist 


June 15, 1850 
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DO FARMERS TALK T.I.? 


Lots of people today are called Wainwright or Smith simply 


because some ancestor specialised in agricultural machinery. By 


that token, thousands more may one day be known as Mr. T.I. .. . because TI certainly work for farmers. 


They supply the precision steel tubing, the wrought aluminium The letters TI mean Tube Investments Limited, 


alloy, which are the basis of so many of the modern farmer’s 


tools. When farmers talk tractors, milk transport tankers, sep- 


of The Adelphi, London, W.C.2 (Trafalgar 
5633). They also stand for the thirty producing 
companies of the co-ordinated TI group, makers 
of precision tubes, of bicycles and components, 


cae aluminium alloys, electrical appli- 
arators, cheese vats, bottle filling plant and many kindred sub- —f_ "Fousht_ aluminium alloys, electrical app 


ances, pressure vessels, paints, road signs, metal 


jects, more than likely they are talking TI, while their ploughman furniture . . . and essential mechanical parts for 


no longer homeward plods his weary way. He cycles TL. uses. 


® THE SURNAME OF A THOUSAND THINGS 


Reflection 
Ag La TI} 


“i | a 





Your Board Room or Office is a reflection of 
your efficiency and should be a forceful part 
of the business of selling, whether it be sales 
or services. You will find this efficiency in 
Catesby Office Furnishings and we offer you 
ourfullexperienceand tradition ofservice. We 
invite your enquiries for a single item or com- 
plete new office to our Director of Contracts. 


Your enquiries for floor-coverings, and Sor any assistance are 
cordially invited. 


CATESBYS 


64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 
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a thousand and one things which everybody 


‘What a dull world 
it would be... 


.... if all shops sold the same 
frocks, the same coats, the same shirts, 
the same ties, the same millinery, the 
same hosiery, the same......! But need 
we continue—The Wholesale Textile 
Distributor will continue to protect you 
from drabness, dullness and uniformity 
by making sure that the retailer has 
variety, style and choice to offer you. 


FOR THE NATION 





is carried out by the members of 
The Wholesale Textile Association 


THE WHOLBSALE TEXTILE ASSOCIATION 
.75 CANNON STREET, LONDON, 8B.C.4 
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Letters to 


What Price the Price Mechanism? 


Sir,—You revert in your issue of June 3rd to your thesis 
that we must be prepared to risk a certain degree of unem- 
ployment “ if there is to be a sufficient disinflation of demand 
to allow the price mechanism to do its work.” I yield to few 
in admiration of that respectable device ; yet my demand for 
it is not inelastic. Will you tell us what price in unemploy- 
ment you think we may be called on to pay for it? Was 
there, for example, sufficient unemployment in, say, 1937, to 
allow the price mechanism to work? If so, what level of 
unemployment today would restore the flexibility we then 
enjoyed ? The first question may be a matter of opinion ; 
but the second can be estimated. 


Although there were 1,150,000 more unemployed registered 
in Great Britain in 1937 than in 1949, most of the difference 
has no connection with controversial issues of policy. First, 
there have been three technical changes in the compilation 
of the unemployment statistics which, to judge by their effect 
at the time they were introduced, account for nearly 170,000 
of the difference. 


Secondly, since the war two classes of unemployed have 
practically disappeared, those normally in casual work, and 
those temporarily stopped. This accounts for 260,000 of the 
difference. There are two reasons. Some persons now get 
paid when out of work from other sources than the Unemploy- 
ment Fund ; dockers, for example, by the Dock Labour Board, 
and building workers by their employers for time lost through 
bad weather. Secondly, minor and seasonal fiuctuations in 
demand are being met by cutting down the overtime of all 
workers, rather than by laying some of them off. These 
changes are not a diminution in the real amount of unemploy- 
ment, but a renunciation by employers and trades unions of 
practices whereby they used to milk the Unemployment Fund. 


Thirdly, unemployment of maladjustment has largely dis- 
appeared. This used to be measured by a comparison between 
the degree of unemployment in the depressed and the pros- 
perous halves of the country. So measured, unemployment 
of maladjustment was about §70,000 in 1937, and is about 
100,000 today. Migration of labour in the war years, and 
greater activity in our old exporting industries, are responsible 
for the decrease of 470,000. 


[hese three causes account for 900,000 of the difference 
between unemployment in 1937 and 1949. The remainder of 
250,000 still exaggerates the effective change between 1937 and 
1949. 


First, the number registering as unemployed is certainly 
affected by the level of unemployment pay. Before the war, 
a married man with a family of three who was unemployed 
received in benefit 55 per cent of the average weekly earnings 
of a man at work ; today he receives only 35 per cent. Secondly, 
since 1948, sickness benefit has equalled unemployment benefit 
in amount, and people who are incapacitated as well as unem- 
ployed often find it more convenient to draw sickness benefit 
than to register as unemployed. Lastly, between the wars, 
labour exchanges were so preoccupied with relieving unemploy- 
ment and protecting the Unemployment Fund from abuse, 
that they were not effective agencies for placing people in 
work. The war changed all that. One week less spent between 
jobs by those who become wholly unemployed reduces average 
unemployment by about 90,000. 


In the light of all these considerations I am tempted to 
suggest that with another 100,000 unemployed on the register, 
that is with an unemployment percentage of a little over 2, 
the flexibility of our economic system would be as great as 
in 1937 in the prosperous half of the country, provided the 


rigidities attributable to other aspects of Government policy 
were removed. 
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the Editor 


Is this the sort of risk you expect us to run ? 
not arguable that it is not so much the general deo 
inflation which is at fault, as the emphasis placed | 
ment on different inflationary and deflationary 
Yours faithfully, 

25a Weillingion Road, Birmingham, 15 

[We agree with Mr Debenham that crude statistical compariso 
throw very little ight upon the problem, and we do no; think the 
The Economist has been guilty of the elementary fallacy of sayin, 
that because the figures of unemployment are so low. therefore a 
must be overfull employment. Our belief is rather based i 
qualitative observation. We do not know what the i a 
figure would be if there were a sufficient disinfiation to liberate the 
price mechanism, but we suspect that the increase above a 
present figure would be greater than Mr Debenham’s 100,000 For 
one thing, some of the factors mentioned by him, which have coed 
to reduce the unemployment total in recent years, might becin © 
operate in reverse if the tide turned. And for another thine. he 
does not mention one very large factor which should have operated 
to increase the figure—namely, that the number of persons insured 
against unemployment has been increased since the prewar yer 
by about one-third. Bitter experience of discussion of the subject 
of unemployment prompts us to add that nobody in his sense 
wants more unemployment for its own sake. Our own position is 
that it is better to risk a little now as a means of fending off a grex: 
deal later on.—ED!TOR.]} } 


by Goverp. 
devices >. 
Piers DEBENHAM 


Confidence in Hongkong 


Sir,—The interesting articles of your Special Correspondent 
in South East Asia, which appeared in your issues of May 2cth 
and 27th, do not refer to Hongkong, which after all is cheek 
by jowl with victorious Communism. May I offer a few 
observations from this exposed vantage point ? 


We are blessed with a highly efficient and splendidly 
equipped police force which has adequate support from naval, 
military and air forces. We have so far been spared the 
terrorism which at one time seemed a real menace, and infiltra- 
tion of subversive elements has been kept in check. We ate 
now benefiting from the most effective type of anti-Communist 
propaganda, the personal testimony of the thousands who have 
fiocked here from the oppression in south China. Lec! 
workers have now heard from friends and relatives the truth 
about the state of paradise which was supposed to prevail in 
Canton. Hongkong treders know to their cost what their 
up-country connections are suffering at the hand of ruthless 
tax gatherers and of officials forcing the sale of Victory Bonds. 


Foreign and Chinese businessmen are also learning. They 
can now compare the remarkable claims to industrial and 
economic progress put out by Peking Radio with the efforts 
of agents of the People’s Government to secure the help ¢ 
the capitalist world in procuring and financing supplies which 
China needs and which are presumably not available cast ¢ 
the Iron Curtain. And of course it is essential to find 2 
market for the produce of China so as to earn the foreigh 
exchange required to finance purchases. The effect of thi 
activity is reflected in the Hongkong trade figures for the 
first four months of the year. These show that imports from 
the whole of China (including Macao) rose from HK$1867 
million in the corresponding period of 1949 10 HK$2259 
million in the first four months of 1950, while exports increased 
to the astonishing total of HK$443.4 million from HK$1264 
million. Not recorded in the Colony’s statistics are the various 
transactions in coal, salt and north China produce to api 
against metals on a barter or escrow basis which benefit Hong- 
kong in various ways. Both Communist China and Nationalist 
China are dependent upon the commercial machinery of Hong- 
kong and so long as security forces are maintained here full 
advantage will be taken of that machinery. 


Your Special Correspondent would no doubt feel that the 
natural complacency of the Hongkong businessman seems © 
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be as deeply ingrained as ever. We have seen what has 
happened in Shanghai and we shudder to think of what might 
have happened here. But the lesson of premature indepen- 
dence to the various countries of South East Asia should be 
clear enough now and we are placing our faith in the deter- 
mination of the British Government to hold Hongkong and to 
ensure its inviolability—Yours faithfully, 


John D. Hutchison Ltd., Hongkong P. S. Cassipy 


Furniture and Efficiency 


Sir—In your article on “Furniture and Efficiency” you 
say “On this matter,” i.e. furniture design, “the Council of 
Industrial Design might have been expected to give a lead: 
instead it has alienated many firms by encouraging styles 
which prove to have only a limited appeal.” 


May I point out that the Council of Industrial Design was 
set up in 1944 “to improve standards of design in British 
industry by all practicable means”? It has never wavered 
in its endeavours to encourage the production of good contem- 
porary design, using available materials and techniques to the 
best advantage. This is sheer common sense. But anyone 
who knows the furniture trade and the way it has handled 
design problems im the past will realise that such a radical 
change is not easily accepted, although no alternative has 
appeared. Moreover, the retail buyer finds it much easier to 
buy what has sold in the past, the retail salesman is used to 
selling it and the customer, who seldom has any experience 
of what to look for, buys what is placed before him. Is it 
not certain, therefore, that a good design is bound to have a 
limited appeal at first ? The really remarkable thing is that 
numbers of retailers are beginning to sense the fact that many 
members of the public are potential customers for a better 
standard than is being offered. 


We can claim that our approach to the retail trade, including 
courses on design for training officers, buyers and sales staff, 


Books and 


According to Hoyle 


“The Nature of the Universe.” By Fred Hoyle. Basil 
Blackwell, 118 pages.  §3. 


Tue attention of the public, where physical science is con- 
cerned, has in the last few years been painfully concentrated 
on the very small; but intermittently people turn in awe to 
the contemplation of the very large, and realise uneasily the 
triviality of our microbe activities measured against the vast 
and slow processes of the universe we inhabit for a moment. 
When in this mood, the layman has fed his curiosity for almost 
a generation now on the series of books written by Jeans and 
Eddington ; in the view of Mr Hoyle, it is high time he was 
given something more up-to-date, for in many respects the 


we cosmology turns that of Jeans and Eddington upside 
own, 


Whether this iittle book of five broadcast lectures will be 
the forerunner of such another masterly series remains to be 
seen ; but certainly Mr Hoyle has the knack of transmitting 
intricate matters without condescension and without jargon, 
leaving the reader with the exhilarating feeling that he is after 
all well qualified to grasp what he had believed to be the 
Preserve of the initiated few. Mr Hoyle speaks with unbounded 
confidence, and it is not his fault that his cocksureness at times 
somewhat undermines his authority; probably Jeans and 
Eddington were wrong, but the relish with which Mr Hoyle 
points this out inspires the reader with a sneaking hope that 
there will turn out to be a few flaws in his own solutions. 


In five short chapters only a rather sketchy outline of the 
universe can be given; but Mr Hoyle conducts us across the 
light-years with great skill, keeping up a running commentary 
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exhibitions in shops, articles in the trade press, small booklets, 
etc., is at least partly responsible for a movement which I 
believe will grow a great deal over the next few years.—Yours 
faithfully, Gorpvon RusSsELL, Director 


The Council of Industrial Design 


Hospital Finance 


Sir,—It is difficul: to see how the detailed analysis of hospital 
costs which you recommend could provide the Government 
with a useful check on extravagance. Hospitals vary widely 
in age and construction, and in the type and standard of service 
they offer to the patient. The cost of maintaining and staffing 
an old rambling building covering a large acreage bears no 
comparison with like costs in a modern vertically constructed 
building. And, moreover, the cost per occupied bed will vary 
similarly with the standard of treatment both to in- and out- 
patients, with the distribution of beds among the specialties, 
and with the size of the wards. 


Effective Parliamentary control over expenditure is essential. 
But if such control is to be exercised without destroying the 
genuine desire and ability to work the service efficiently that 
undoubtedly exists, the Treasury must recognise that the health 
service is a unique departure in public finance, and abandon 
its attempt to confine the hospital service within a straitjacket. 


If economy is to be encouraged, provision must be made 
to allow money to be transferred from one sub-head to another ; 
and if the Regional Boards are to be entrusted with power to 
match their responsibility, block grants must be the first and 
fundamental step towards strengthening their position. Free- 
dom to plan the hospital service within a fixed financial limit 
is essential at regional level. There is no need to look for 
precedents from which such freedom might broaden down. 
It is time for the health services to create a precedent.—Yours 
faithfully, B. W. THomas 


13 Crescent Wood Road, S.E.26 


Publications 


of novel, intriguing and startling facts, which combine to form 
a coherent picture of what the new cosmologist believes of the 
universe and its processes. He tells us, for instance, that the 
Ice Ages occurred because the sun got hotter, which it may 
do again if it runs into a wisp of interstellar gas; that the 
interstellar gas itself, though unbelievably tenuous—one atom 
per matchbox—contains a thousand times more matter than 
all the stars and galaxies put together ; that our galaxy is con- 
sidered young at an age of four thousand million years, during 
which time our sun has made the circuit of it sonie twenty 
times. Then, after getting us to think quite comfortably in 
terms of millions of years, he calmly tells us that the star 
explosion of whose debris the solar system is a fragment 
happened out of a clear sky in one minute flat. 


These star explosions are not rare occurrences; in fact 
several of them have been witnessed by astronomers, and the 
chances of the formation of a planetary system similar to our 
own, and capable of supporting life, as a result of them can be 
calculated. It appears, on present theories, that each galaxy 
may have as many as a million planetary systems, and within 
the observable universe there are about a hundred million 
galaxies. Somewhere, says Mr Hoyle, there must be a cricket 
team which can beat the Australians. 


Only twenty-five years ago, Jeans with great solemnity 
limited the possible number of habitable planetary systems in 
the universe to two. We are ready, under the spell of Mr 
Hoyle’s breezy confidence, to deride these poor delusions, 
but perhaps inclined to hedge a little when it comes to accept- 
ing the results of his own calculations. Sometimes he gives 
the impression that he regards the sliderule and the differential 


equation as mightier than the telescope and the spectrometer, 
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and we may humbly but obstinately inquire whether some little 
unobserved fact may not drastically alter the picture, as many 
have been altered before. 


Much heat was also aroused in the broadcasts by the 
remarks on the after-life, which chose the book. By contrast 
they are so elementary that they can safely be ignored without 
detracting from the value and interest of the rest. 


Tales of Kongwa 


“The Groundnut Affair.” By Alan Wood. 
Head. 264 pages. 12s. 6d. 


Despite the revisions which are known to have taken place, 

_ Mr Wood’s book remains a severe indictment of the Board of 
the Overseas Food Corporation, as it existed before the dis- 
missal of Mr Rosa and Mr Wakefield. A fortiori it is a still 
more severe indictment of the man who was at the head of 
that Board and of the Minister who put him there. What the 
reader will want to know is whether the indictment appears 
well-founded and just—more especially as it comes from the 
pen of one who up to a short time ago was a servant of those 
whom he now publicly criticises. The public have by now 
become accustomed to the aura of political pride, prejudice and 
personal recrimination which has surrounded the corporation 
for so long. They have, therefore, been waiting for a descrip- 
tion of what is being done in East Africa in their name and 
with their money which does not attempt to defend the 
indefensible nor yet to shift the blame for mistakes, but which 
is at once authoritative, truthful and impartial. 


The present book may be presumed to be authoritative in 
the sense that until comparatively recently its author had access 


The Bodley 


to the files of the corporation and to the ear of its chairman. | 


His record as a journalist provides sufficient warranty of truth- 
fulness, but what of his impartiality? The background of 
a threatened libel action from which the book emerged showed 
no obvious signs of impartiality on either side to the dispute. 
It is, therefore, pleasing to find that the standard is high, 
even though it has been written so close upon the events 
which it describes. Certainly there is nothing in it which, 
judged by the evidence provided within its own covers, would 
seem to the uninformed reader to be manifestly unfair. Never- 
theless, the book as a whole is pitched in a key so high and 
strident that it is difficult to resist the thought that the author 
has been a little too keen to prove his case, a little too eager 
to get the utmost out of his self-imposed brief. 


The book is, however, more than a mere attack on the 
corporation. Mr Wood has the eye of a competent reporter 
for atmosphere and a good story. Much that he writes is, 
therefore, lively and vivid, particularly the description of the 
terrain, the story of the early adventures of the first working 
party at Kongwa and the sketches of some of the men working 
on the scheme. But Mr Wood is also at pains to show that 
the groundnut scheme is fundamentally a grand example of 
“ socialist ” planning, which remains no less noble because it 
has been mishandled. (By whom? Conservatives ?) What he 
writes on this theme will strike many as irksome, and not a 
few as ridiculous. 


The book closes with a thoughtful chapter on the future, 
which contains the suggestion that the scheme must “have a 
much more direct co-operation with the Government” (of 
Tanganyika) and a postscript which contains some jejune 
observations on Africa and African development. 


Stimulus for the Soldier 


“Defence of the West.” By B. H. Liddell Hart. 
39° pages. 12s. 6d. 


Tuts book is designed to stimulate the military thought of the 
leaders who will succeed Montgomery, Patton, and von 
Rundstedt. But as in earlier days, the stimulation of military 
thought will antagonise or at least annoy many amongst those 
for whom the tonic is prescribed. There is no harm in this, 


Cassell, 
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but it is a pity that Captain Liddell Hart has chosen sin es 
the impartial reader by the too frequent use of rn — 
“I told them so.” His capacity for ideas, and his ar - 
or most of them, are sufficiently formidable by dunche 
What would another war be like ? Captain Liddell i ? 
answer is that it will depend on circumstances—and $0 it a 
But a beginning of a new war will not be like the end 7. 
last war, firstly just because it will be the hiidieetas - 
secondly because science and thought have moved a. Soe 
ever, it is a fair assumption to make that if there ie 4 m4 
the Russians will only be stopped from flooding over Eu ~ 
or into Africa through the Middle East by land forces Ca = 
Liddell Hart estimates that a western European army 7 
divisions would provide a ground-check to the Russians set 
army has its limitations and may, he believes, be Jess efficienn 
than it was in 1945. He has much to say assertively ee a 
structure of the British Army. It may be that his cabin 
in his own tactical ideas is misplaced, but it is refreshing to 
find a man with positive ideas. May it not be that the fails 
of the Atlantic powers to agree how they would fight the battle 
of Europe at the start of another war, or to appoint a Supreme 
Commander who will decide it for them, js delaying the 
reorganisation and re-equipment of western armies ? 


Captain Liddell Hart asks what kind of army Britain needs 
and answers that it must be a quality army available on the 
scene at the start of a war. For this purpose short-term cop- 
scripts are doubly inadequate: regulars must be recruited and 
can be recruited with better conditions. With a total! Strength 
of about 250,000 men there should be nine or ten divisions of 
which four must be armoured. The divisions should be smaller 
—of five battalions or four armoured regiments and a motor 
battalion. Brigade and one of the higher headquarters could 
thus be eliminated. He advocates that the Army should 
work in units of five instead of units of three. 


Such an army would, he argues, cost less than today’s figure 
of 380,000 men in a training army. But the initial cost of 
up-to-date equipment will clearly be substantial ; for example 
£24 million for the new tanks of two more armoured divisions, 
unless we can isivent a rocket firing tank of lighter weight 
than the Centurian. The book was written before the Army 
Estimates of 1950-51 provided one more example of the demo- 
cratic tendency to pay too little for equipment in peacetime. 

There are many other theories and ideas on defence which 
wil] attract or repel the professional. No one can charge the 
author with forgetting that an army is incomplete without ar 
power and without a tactical air force. But he is aiming at 
the wider public, the people who elect the Government, pay for 
defence, and desire not just to win a war but to prevent it 
Ina chapter on Home Defence he argues that the best way for 
Britain to deter an aggressor is to diminish its vulnerability. 
Preparedness in its fullest sense includes civil defence measures 
such as deep shelters, underground passages from house 
house, protective shoes and clothing, artificial harbours, 
alternative supply arrangements, emigration and so forth. If 
we take the threat of atomic war seriously, then we must con- 
sider the provision of underground factories and underground 
life. All this is as alarming in its cost as in its consideration, 


- no less alarming than the thought that too little has been 
one. 


The great defence problem facing the west is a problem a 
choosing what are the first things that must be paid for first. 
The political and military leaders have to choose not only the 
course which is best, but the course which their citizens will 
accept as best. The idea man—Captain Liddell Hart is still th 
leading military writer of ideas—plays an invaluable pat ® 
his country’s defence, even if some of his ideas are found © 
be impracticable or wrong. But where is the young wile 
of his fecundity but with direct experience of modern warfare 
to challenge or stimulate Captain Liddell Hart himself? 

Correction.—* Economic Survey of Europe in 1949” (United 
Nations Publications). The price of this is 158. (by pot 
158. 9d.)—not 228. 6d. (23s. 3d.) as was advertised in Of 
issue of last week. 
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AMERICAN SURVEY 





Democrats and Republicans 


(From Our American Staff) 


N a non-Presidential year the primary election serves other 
purposes besides its main one of !etting each party choose 
its candidates for State and Congressional posts. It may 
show how the national Administration is faring ; it is also a 
means of testing the health of party organisation within the 
@States. The fight for control inside each party, usually more 
or less concealed, comes out into the open. These secondary 
aspects explain the unusual interest aroused by the spring 
primaries in the southern States, and in Pennsylvania, lowa 
and California. 


Basically, it is still the validity of the Roosevelt revolution 
which is at stake. In some States, the struggle takes the form 
of revolt against long-established party machines. The defeat 
of the Grundy Republican machine in Pennsylvania was a 
classic example. The question now is whether Mr Duff, who 
won the Republican nomination for Senator, can continue to 
control Pennsylvania as well as represent it (always assuming 
that having won the Republican primary he will also win the 
November election) or whether the machine, though defeated, 
is still strong enough to keep a hold on patronage. On the 
other hand, the victory of Mr Hickenlooper, Senator 
McCarthy’s ally, in lowa, though expected, was impressive 
enough to encourage right-wing Republicans. 


In other States, it is the machine that struggles to regain 
Or retain its position. In the Democratic primar-es of Florida, 
Alabama, and North Carolina the forces of reaction took the 
initiative. In Florida they defeated the New Deal Senator, 
Mr Claude Pepper, and cheers were loud among those 
Democrats and Republicans who have never ceased to hate 
the entire fabric of Rooseveltian reform and its supporters. 
In Alabama reaction lost, and in North Carolina it lost at 
least the first round (a “ run-off’ between Mr Smith and the 
liberal Senator Graham is still to be held). In Virgin‘a, the 
Byrd machine was so shaken by the attack made on it last 
summer that it is trying to save its life by mending its ways. 
State funds amounting to $45 million have been released for 
schools which previously were told no money was available, 
and Senator Byrd himself, who used to vote consistently at 
Washington with the Republicans, has more recently been 
cleaving to the Administration line. 


In these States the conservatives accused Senator Pepper 
and Senator Graham of North Carolina—as last year the 
Byrd supporters accused Mr Francis Pickens Miller in 
Virginia—of being “ nigger-lovers,” consorters with Com- 
munists, and friends of the Congress of Industrial Organisa- 
tions. In Alabama similar charges were made by the militant 


**AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our American 
Staff ’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘ From a Correspondent in Ohio”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 





Dixiecrats who had seized control of the Democratic Party 
machinery and in 1948 had gone so far as to erase President 
Truman’s name from the ballot and hand the State’s electora] 
votes to a third-party candidate. But what they had won ip 
1948 with these tactics they lost in 1950. 


The southern score, so far, is inconclusive, and the extent 
of disintegration within the Democratic Party in the erst. 
while “solid South” will not be known until more States 
report. The southern conservatives, who so often vote 
against the Administration, might logically be expected to 
take the final step and join the official opposition, but logic 
loses on two counts. First, the Republican Party itself js 
also split, and, secondly, the emotional revulsion of 
Southerners against the party of Abraham Lincoln is stil] so 
strong that they cannot join it openly without losing caste. 
Yet Republicans are known to exist in the South, and to 
vote there, and not all of them are Negroes, nor industrial 
émigrés from the North. Suspicion even exists that such 
natives as Mr Byrd of Virginia have a working understanding 
with them. 


Mr Hugh Scott, former chairman of the Republican 
National Committee, born in Virginia, recently made the 
charge that his party in the South is run by “ hard-bitten pro- 
fessionals who sell the party down the river for patronage, 
power and personal advantage,” and named Alabama as a 
typical example. It is common knowledge that Republicans by 
the thousand vote in Alabama for Democratic candidates, and 
that no Republican runs for office there with zest. It is even 
suspected that Senator Taft himself has no enthusiasm for 
altering the status quo, since he has for years controlled 
southern delegates at Republican national conventions, and a 
reinvigorated Republican organisation in the South might 
endanger these pocket boroughs. 


* 


The divisions among Republicans are hardly less chaotic 
than those of the Democrats, and in recent months 
Republicans have become quite as outspoken. Mr Scott's 
outburst was directed in part against Mr Taft by name, 
Senator Margaret Chase Smith of Maine presented the 
protest against McCarthyism on the floor of the Senate itself, 
yvc ail of them are staunch Republicans. Mr Gabrielson, mt 
official chairman, is a Republican of 1908 vintage, who deprt- 
cates everything that has happened since. It is not impossible 
that he finds Senator McCarthy’s witch-hunting useful 0 
rounding up the Republican troglodytes. Governor Dewey 
of New York is a Republican who knows not only that many 
things which have happened since 1908 cannot be corrected, 
but also that the party’s interests do not end at the water’ 
edge, and that things said in Washington are audible ™ 
London, Paris, Berlin and Moscow. Mr Robert Alphons 
Taft, as Mr Alsop brilliantly revealed in a piece called 
“ Robert and Alphonso,” is a split personality, who habitually 
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takes at least two opposing positions and spends’ his time 
making them both sound reasonable, until the listener tries 
to put them together. Mr Taft is a moderate conservative 
in domestic affairs, an isolationist abroad. And then there is 
the Californ'a Republican, Governor Warren, who embraced 
all this and Democracy too when he ran on both party tickets 
in the recent primaries. 


The situation in California is typical only in the sense that 
it shows what can happen when intra-party control gives 
way to inter-party agreements. Ever since the first decades 
of the century, when the liberal forces there rose up against 
the political domination of the Southern Pacific Railroad, 


American Notes 


Dust Bowl Again 


The winds blowing across the great plains during the 
last few months have been laden with good top soil and with 
memories of the dust bowl of the nineteen-thirties. In this 
area at the foot of the Rocky Mountains, where the average 
rainfall is less than 20 inches a year, a nine months’ drought, 
the worst in a decade, has killed off much of the winter wheat 
crop that should hold the soil from blowing away. So far 
this spring only about 2} million acres have been damaged by 
wind erosion, but another year of inadequate rainfall could 
make an ominous situation critical. During the wet and 
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y California has proclaimed its belief that the man was more prosperous "forties, farmers had no time, and no obvious need, 
t important than the party. Candidates are therefore allowed tg take the advice of the agricultural experts; now they are t ' 
to run not only on the primary ballot of their own party, but once more coming into their own. 4 ma 
D also on that of their opponents. This is heresy to the more The immediate remedy is to start cover crops where grain : bss 
hide-bound party members in other parts of the country. plantings have failed ; where they are fit to harvest, stubble 2 | 
: These critics see zn the growing tendency to stray from Hey ite 
; the political fold the breaking up of the two-party system. aed 
, They claim that responsible party government in the United i 
; States has become a fiction, and that Congressmen, like ie any 
, Cabinet officers, once in office, become satraps building ip 
. empires on their own accounts and giving only lip service to 
, party programmes and purposes. The Democratic whips 
f had recently to remind the southern Democratic Senators 
8 who, through seniority, monopolise the Committee Chair- : 
. manships when their party is in power, that they might lose "4 
. these valued posts if they continued to disregard the interests 
J of their northern colleagues. At stake was the Rent Control 
A Bill, which is of great importance to Democrats representing 
g urban districts. if 
The two-party system, however, has an extraordinary ah 
a resilience, and while it does from time to time give off a new igi 
e shoot, that moment has not yet arrived. The party which has must be left long enough to hold the soil (8 to 12 inches). fh 
- been in power “ too long ” (and “ too long” is a relative term) Looking further ahead, much can be done by better tillage, 
e is always subject to charges of neglecting the public interest new types of machinery, water conservation and improved 
a for its own ; the party out of power usually looks as flabby, crop rotation. The long-term solution is to return to grass the 
yy indecisive and lacking in sense of direction as the Republicans two million or more acres of unsuitable soil that have been 
i appear to the Democrats to-day. Finally, a weak President,  Ploughed up in the past ten years. But once this arid, sandy ‘ 
, whose affability is interrupted only by stubbornness, gives land 5 dry, Ls ae difficult to grow grass as wheat on t 
Of ace dial aid Oi paciatancaen lis eee dtan: mend it. Nor does the grain farmer have, or want, the livestock 
ad thei Pic. cetan Pe arene °P en ean and capital equipment necessary to make grassland a paying 
their own mistakes, conduct their own circuses, and exhibit proposition at present. 
: the party bag of political tricks at its most threadbare. But = Ssh are 
nt if the delicate health of the two-party system must not be Stockfarming has even less appeal for the absentee “ suit- 
over-emphasised, neither can one disregard the frictions aris- Cac" IAEMETS, SG SPOCMIOES. RO. DEIN Op eR ae 
sised, ‘one is : a this marginal land under the influence of high prices, made 
ing under single party domination not only in the “ solid profits equal to their original investment several times over 
South” of the Democrats, but also in the northern States and are likely to abandon their farms when they cease i 
that for many years were almost as solidly Republican. to pay. It was on abandoned land, overcultivated and then Ee 
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deserted by farmers who could not make a living off it in the 
depression, that the dust storms started in the ‘thirties. Few 
of these speculative farmers co-operate in soil conservation 
schemes, in spite of the rewards which the government offers 
to those who do. They are encouraged in their soil-destroy- 
ing practices by another form of government reward, the 
high prices guaranteed for wheat. 


Congress has just, after some delay, given the Commodity 
Credit Corporation the additional $2 billion in lending 
authority which it had requested to enable it to carry on its 
price supporting operations this year. Nearly all its existing 
authority of $4,750 million had been committed by the begin- 
ning of April, but from the latest crop reports it looks as if 
some of these funds may be redeemed before long. For 
example, the export demand for wheat may have to be met 
in part this year out of reserves; at present this summer’s 
harvest is estimated at only 945 million bushels, the smallest 
in seven years. The winter wheat yield has been lowered 
by drought far beyond the developing dustbowl. 


* * * 


Oil Under the Sea 


Texas has lost its constitutional argument with the 
United States. Three years ago the Supreme Court ruled 
that the federal government had “ paramount rights” over 
the oil and other mineral resources lying between the low- 
tide mark and the three-mile limjt—resources that the 
few fortunate States were busily and profitably exploiting. 
Texas and Louisiana at once claimed special status that 
rendered them immune from the decision. Louisiana argued 
that its sea-ward boundary, at the time it became a State, 
had been fixed at nine miles out; Texas invoked its ten 
years as an independent power, and pointed out that the 
Treaty of Annexation under which it became a State pro- 
vided that Texas should retain title to “ waste and unappro- 
priated land.” 


The Court had little difficulty in deciding that Louisiana 
fell in the same category as California. On Texas, the 
decision was a narrow one, four to three. But the majority 
argued that the United States admitted Texas on an “ equal 
footing ” with her sister States, and that this ruled out any 
special privileges. What effect this may have on Texas’ 
treasured, though never exercised, right to subdivide into 
five States is a constitutional footnote that has not been 
written. 

The effect of the decision is to cast Texas and Louisiana 
into the Congressional limbo in which California has existed 
since 1947. The Court’s decisions do not give the United 
States legal title to these disputed miles of sea bed—wrongly 
referred to as “ tideland ’°—and they do not prevent Con- 
gress from deciding to validate the claims of the States ; 
they merely make it plain that Congress has the constitutional 
right to rea¢h what decision it chooses. Texas and Louisiana 
still look to Congress to save them from the Court, and 
Texas makes much of the fact that the revenue from under- 
water oil leases pays for its school system. But despite the 
activity of the advocates of States’ Rights, Congress has not 
been able to summon up enough voters to override Mr 
Truman, who in the past has prevented the legislators from 
giving back to the States the properties the Supreme Court 
has all but declared national. On the other hand, the 
Administration’s supporters cannot push through a Bill 
authorising the federal government to take over the granting 
of leases and direction of development. California, under 
an agreement with the Attorney General, is continuing to 
grant leases and receive rentals, although the money so 
received cannot be spent. It is not expected that at this 
late stage in the session, a Bill reasserting the rights of the 
States can be passed, despite the indignation of Senator 
Connally, and the pressure of Mr Rayburn, the Speaker of 
the House, both from Texas. 
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California, Here They Come 


Out of the confusion of California’s pri 
have come candidates for Governor and Siesos oo 
present the voters with a clear choice next November 7 
two Democrats are even Fairer Dealers than Mr Truma 
their opponents are both above the Republican oa 
Mr Warren, the Republican Governor who hopes to wh 
himself, is respected for his achievements, Mr James ~ 
velt, the Democratic candidate, for his father. He, of al 
men, will hardly be able to make capital out of the facr 
that Mr Warren is the first Governor of California to seck 
a third term. Mr Warren accuses Mr Roosevelt of Itte- 
sponsibility, of promising the millenium if he is elected- 
but Californians have never found it difficult to believe that 
the millenium is at hand. Representative Nixon, the 
Republican candidate for Senator, is one of the few whose 
reputation has been enhanced by membership of the Uo. 
American Activities Committee ; his part in bringing Mr 
Alger Hiss to trial will be a great asset in the present anti- 
Communist atmosphere. However, it is not he, but one of 
her Democratic rivals, that has been trying to pin the Com. 
munist label on Representative Helen Douglas, the other 
aspirant to succeed Mr Downey, the retiring Democratic 
Senator. During their terms in the lower House, she and 
Mr Nixon have taken opposite sides on every important issue 


Mr Roosevelt has been called “a chip off FDR.” No 
one suggests that he is a replica of the whole block, but he 
had enough of his father’s personality and political ability 
to keep Mr Warren from repeating his 1946 feat of gaining 
the Democratic as well as the Republican nomination. The 
Governor nevertheless managed to win over 600,000 Demo- 
cratic votes, mostly in his own San Francisco area, and his 
total of 1,600,000 in the primary compares with only 950.000 
given to Mr Roosevelt. Mr Nixon also collected a sizable 
number of Democratic votes, but the Democratic organisers 
bravely maintain that, if there is a heavy poll in November, 
the obvious appeal which the Republican candidates have for 
conservative Democrats will help them very little. A visit 
from the President would, it is thought, do a great deal to 
get out the Democratic vote, but Mr Truman’s memories 
of Mr James Roosevelt’s faithlessness in 1948 may be 
stronger than his desire to see Mr Warren beaten. 


x 


In Iowa, a State even more accustomed than California to 
turn Republican in a non-presidential year, Mr Truman has 
no reason to hesitate before repeating the intervention which 
in 1948 unexpectedly swung the State to the Democratic 
side, and every reason to hurry to the aid of Mr Loveland, 
until recently his Under-Secretary of Agriculture. Mr Love- 
land is expected to stand almost entirely on one of the most 
controversial planks in the Fair Deal platform, the Brannan 
plan for a new method of supporting farm prices, in this 
agricultural State whose farm leaders head the opposition © 
the scheme. Mr Truman’s readiness to help Mr Loveland 
will be fanned by the fact that his Republican opponent, 
given five times as many votes in the primary, is Senator 
Hickenlooper, who last year ignominiously failed to smeat 
the Atomic Energy Commission with Communist paint, but 
is now backing Senator McCarthy in his efforts to do the 
same to the State Department. 


* wn * 


Rubber Rises 


In the folklore of the American business world 
imperialist rubber producers exploited America’s dependent 
on rubber tyres for its livelihood. The war °° 
United States from this reliance on a legendary ane 
monopoly and the State Department is understandably 
worried when the doubling of the price of natural rubber 
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encourages the revival of a dying prejudice. Of more 
immediate concern is the long-term effect which these price 
rises may have on hopes of a permanent increase in the dollar 
earnings of natural rubber. Until now, as far as can be 
judged from available figures, the rise in total consumption of 
rubber this year (it is running at least ten per cent above 
1949) has been so great that the amount of natural rubber 
used has not fallen seriously. But the proportion of synthetic 
in comparison with natural is climbing steadily, although :t 
is still only about one-third of total consumption. 


When the fixed price of domestically-produced synthetic 
rubber (185 cents a pound) was higher than that of natural, 
it was not difficult for the government to hold synthetic pro- 
duction down to only a little above the level required by 
considerations of national security. But with natural rubber 
selling at about double the price of synthetic, the pressure 
of demand is pushing output at the government-owned 
synthetic plants up from 19,000 tons in January to an antici- 
pated 35,000 tons in July. If the shortage of benzol can be 
overcome, production from these ten plants is likely before 
long to be at an annual rate of 500,000 tons, which would 
meet about half of American requirements for rubber. The 
government is, however, refusing to bring any of its five 
stand-by plants back into operation, as the rubber manu- 
facturers ask, unless there is some guarantee that demand will 
continue at present rates for at least a year. It seems possible 
that it may, for business prospects are becoming steadily 
rosier and an unheard-of number of new automobile wheels 
are needing tyres, 

The Rubber Reserve Corporation’s reluctance to go to the 
expense of taking its plants out of “ mothballs ” is because 
the price of 185 cents (which it does not seem to consider 
increasing) is profitable only when plants are working near 
capacity. At the present rate of output, the Corporation can 
apparently meet current demands from old customers, but 
is refusing to supply firms who only became interested in 
synthetic as the price of natural rubber went up. Such firms 
are likely to decide that it would be wise in future to keep 
a foot permanently in the synthetic door. Some manufac- 
turers are urging the government to build up a reserve of 
200,000 tons of synthetic rubber, as a safeguard against 
future crises, whether market or military. 


The present international situation, and particularly the | 
Communist threat in the rubber producing areas, is the reason | 


given for Congressional reluctance to hand America’s only | 


nationalised industry over to private ownership, as the 
government has asked. The Senate Armed Services Com- 


mittee has now recommended, and the Senate is expected | 


to take the advice, that the present law, under which synthetic 
rubber plants are operated by private companies on behalf 
of the government for a fixed fee, shou!d be continued, but 
only for two years, not for the three that the House has 
approved. 


Shorter Note 


Largely as the result of the last minute success of the 
Citizen’s Committee for the Hoover Report in mobilising 
public opinion behind the President’s plans for governmental 
reorganisation, 16 of the latest batch of 21 plans have gone 
through. About 35 per cent of the Hoover recommenda- 
tions have now come into effect. The Senate had earlier 
refused to allow the centralisation of authority in the 
Treasury and the Department of Agriculture which it 
permitted in the Departments of Labour, Justice, Commerce 
and the Interior. Similarly it refused to give the chairmen 
of the Interstate Commerce and Federal Communications 
Commissions administrative powers which it has granted 
to the chairmen of the Federal Trade, Federal Power, and 
Securities and Exchange Commissions, and of the Civil 
Aeronautics Board. The other plans that have now been 


accepted deal with the Labour Department and the General | 


Services Administration. 


| 
i 


| 
| 
| 


| 
| 
| 
| 
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the TIME-MASTER 


SMALLEST-EVER 
DICTATING MACHINE! 








Slip in a MEMOBELT, on with the switch 
and you're set for 15 minutes perfect recording 


DICTAPHONE now brings you the latest and best in office 
dictating machines. It’s the new TIME-MASTER, the 
smallest-ever machine because it records on plastic 
Memobelts! No discs, no cylinders — just expendable 
plastic belts that give perfect, crystal-clear recording. 


Easy to use. Just think out loud — the Time-Master 
does the rest. You can record any notes, letters or sudden 
thoughts without calling for your secretary. When most 
convenient, she transcribes easily from the perfect 
recording of your words. 


Memobelt — smallest, low-cost plastic medium. The plastic 
Memobelts slip in and out of the machine in a second. 
They carry on the tested Dictaphone principle of 
cylindrical recording; that means constant speed, 
constant quality recording AND uniform back-spacing. 
And Memobelts are so small, they can be sent by post in a 
standard envelope — up to ten at a time for a 24d. stamp. 
Only the Time-Master offers all this! 

1. Streamlined machine, only 44 ins. high, slightly larger than 
a letterhead. 2. Uniformly clear recording and reproduction, 
3. Uniform back-spacing, rapid place finding. 4. Simple, auto- 
matic operation. 5. Mailable, filable, expendable Memobelts 
low-cost plastic medium. 6. Nation-wide service, Dictaphone 
dependability. 


Write for TIME-M ASTER literature to Dictaphone Co. Ltd. 
(Dept. O), 107 Kingsway, London, W.C.2. 


DICTAPHONE 


Regd. Trade Mark 


ELECTRONIC DICTATING MACHINES 


MADE IN GT. BRITAIN, BRANCH OFFICES : NEWCASTLE BIRMINGHAM 
LEEDS MANCHESTER LIVERPOOL BRISTOL GLASGOW DUBLIN BELFAST 
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THE WORLD OVERSEAS 





Recovery in Sweden 


(From Our Special Correspondent) 


VEN its fiercest critics are beginning to concede that the 
economic policy of the Swedish Government is proving 
less disastrous than they had expected. The mere visitor to 
Sweden is impressed by the obvious soundness of the country 
and the steady rhythm of recovery: industrial production in 
1949 was §0 per cent higher than in 1938, a figure surpassed 
only by Canada and the United States. Of course, as the 
Swedes are not slow to point out, they have little to recover 
from. Yet so familiar are the problems which the framers 
of Sweden’s postwar economic policy must face and so similar 
their policies to those of other countries—and especially 
Britain—that this different background is sometimes over- 
looked. 


It is now beginning to assert itself. The reserves of 
strength in an economy which was strained, but not damaged, 
by the war become apparent when one is shown costly and 
ingenious machines built as late as 1945 and told that they 
are soon to be scrapped as obsolete. This represents a 
luxury of capital investment unthinkable for countries whose 
savings have been shot up into the air—or shot down from it. 


Both in this respect, in its virtual self-sufficiency in food 
and in the ready market enjoyed by its staple products, 
Sweden is in a strong position which ingenuity and diligence 
enhance. The attitude of the trade unions towards produc- 
tivity affords an example of enlightened alertness which could 
well be imitated in other countries. It was the unions, for 
example, that insisted on the provision of fiscal incentives 
to plough back profits into industry. Their argument was 
simply that industry could be kept more efficient in that way 
and, being more efficient, was more likely to make larger 
profits, of which the unions would see they got at least their 
share. A similar line of thought has led to the widespread 
adoption of pece-work ; it applies to more than half of all 
industry. Nor are the employers backward in their efforts 
to increase efficiency. 


The result is that, after a period of difficulties caused partly 
by war, partly by faulty financial policy, Sweden is well 
on the way to achieving a balanced economy. The general 
development of trade, with its main trading partners in the 
last three years, is shown below: 


DEVELOPMENT OF SWEDISH TRADE 1947-49 
(Million Kronor) 


rascsanesnieiatiatisinpatnincaaionen , 

| 1947 1948 1949 

a aE Sa 

Imports | Exports | Imports | Exports | imports 
oa A ae 


oss | : ——l- 
United States ......secses- | 1,631 | 348 | 692 292 | 415 | 248 
| 490 | 
|- 
| 
| 
} 





| Exports 


Unit d Kingdom........... | 441 860 €71 746 | #727 
West Germany ............ | 106 9 | % | 1% | 279 | 315 
— -- [- 1 
fora, all countries ...... | 5,175 


3,220 | 4,945 | 3979 | 4,354 | 4,250 

It can be seen, however, that the improvement shown in 
these figures is more the result of restrictions on imports than 
of increased exports: last year’s imports in fact were only 
go per cent of the 1938 figure. And the black spot, as in 
similar tables for other countries, is the failure to increase 
significantly exports to the United States. The strong 
demand of a home market based on full employment also 


limits exports. But it should be added that the wartime drive 
for greater self-sufficiency led to the expansion of certain 
industries—textiles, for instance—to a stage where their 
production noticeably reduces the need for imports, 

The most serious factor is the shortage of Sweden’s most 
important raw material, wood. Owing to a miscalculation 
of the rate of growth of the forests, more timber has been 
removed in the last twenty years or so than was replaced by 
the annual new growth. The result is that for several decades 
supplies will be limited—about 600,000 standards of timber 
compared with 860,000 prewar and about 2,500,000 tons of 
pulp and paper compared with 2,800,000 tons. It should not 
be difficult to dispose of this, but it would obviously be 
desirable in a sellers’ market to have more to sell. On the 
other hand, there will certainly be difficulty in disposing 
regularly of the amount of pulp sold to the United States 
before the war: 742,000 tons, for instance, in 1938. After 
devaluation sales increased, so that 320,000 tons instead of 
an estimated 250,000 tons of pulp were sold in America. 
But this demand can be satis only at the expense of 
other customers. 


More Manufactured Goods 


With a limit to the raw materials available to the 
forestry industry, other branches of the export industry must 
increase their efforts if exports as a whole are to grow. This 
is happening. The revival of the Ruhr, which took nearly 
9,000,000 tons of Swedish ore a year in the 1936-39 period, 
and the increased demand of a growing British steel industry 
have given a fillip to iron ore exports, which may this 
year approach the record figure of 1§ million tons. But 
it is from manufactured goods such as ships, ball-bearings 
and electrical equipment that the main increase must come. 
Last year these types of goods accounted for 18 per cent of 
total exports compared with 14 per cent in 1936-38. Income 
from shipping, too, has increased. Sweden’s merchant fiect 
is NOW Over 2,000,000 tons, compared with 1,600,000 before 
the war. It is, moreover, the most modern in the world, 
with a large proportion of 15-knot ships and several of 20 
knots. Net receipts from shipping in 1949 amounted ‘ 
some §50 million kronor, the addition of which to the 
value of exports shown in the preceding table produces a very 
satisfactory figure. 

These favourable developments are the background to the 
relaxation of import controls which have now been removed 
on goods which in 1948 represented nearly 54 per cent al 
Sweden’s imports on private account from the ECA countres, 
although Belgium and western Germany are excluded. 

The background to these favourable developments is the 
success of the Government’s disinflationary policy and 2%, 
one might add, the admirable discipline of organised labout. 
The cardinal points of this policy have been price subsidit 
and frozen wages, the strict control of the prices of ney 
commodities and services, and a high rate of capital invest 
ment on projects likely to increase export capacity. Price 
subsidies will end next January. Thus the negotiations ‘hs 
autumn of the collective contracts governing the rates of pa 
for each industry will certainly record increased wages # 
round. In its present vigour the Swedish economy ‘# 
easily bear them. 
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Thoughts Behind the 
Schuman Offer 


[FROM OUR PARIS CORRESPONDENT] 


WurLe the Ministry of Interior has been keeping order, 
the Ministry of National Defence laying the foundations of 
the new army and the Ministry of Finance and Economic 
Affairs strengthening the franc, the Foreign Office has chiefly 
devoted itself to its one overriding task—the settlement of 
the German problem. In this activity M. Schuman has come 
into closer and closer touch with France’s other main extra- 
parliamentary planning body, M. Monnet’s Commission for 
Modernisation and Re-equipment. As the world knows, 
the fruit of the co-operation of these two men and certain 
other ministers and high civil servants is the Schuman 
proposal. 

After a rather melodramatic month of Franco-English 
journalistic discussion, terminated by last week’s diplomatic 
tennis match, it is perhaps worthwhile recalling the main 
attitude of French governments towards Germany and the 
character in French eyes of the German problem itself. For 
the impassiveness of M. Schuman’s front in face of Dr 
Adenauer’s regime (for instance German truculence over the 
Saar drew the mildest of French ripostes) and the idealism 
of the pool proposal itself have somewhat obscured the 
extreme apprehension of the French government concern- 
ing the turn of events in Germany since the Petersberg 
agreement. In other words, the pool is regarded by these 
Frenchmen as Europe’s last chance of solving the German 
problem. 

As is frequently pointed out, the German problem for 
France differs in proximity and intensity from the German 
problem for the British and Americans. For, although all 
three nations wish both to prevent future German aggression 
and to use the German economy for western European ends, 
it is only France which is still unshakably persuaded that 
no military control of Germany is ultimately possible unless 
its heavy industry is removed once and for all time from 
German national jurisdiction. No other measure will, the 
French believe, safeguard Europe from the essentially 
volcanic nature of Germany as a community, which derives 
from three immutable factors ; its psychology, its resources 
and its geographical position. The Communist Bereitschaften 
and the mass demonstration of youth at Whitsun are more 
significant in French eyes than all the acts and aspirations 
of western German democracy in its present context. “It 
is only the colour of the shirt that has changed.” 


Politics—Not Economics 


For M. Schuman the vital consideration is, therefore, not 
so much the economic benefits from the abolition of dual 
pricing of coal and the many other irrationalities of invest- 
ment and production which hamstring European recovery. 
Much more important is the whole principle of the inde- 
pendent authority which he has proposed, a_ political 
innovation which he believes capable of transforming the 
very atmosphere of German public life. It was this ideo- 
logical side of the venture to which Britain was asked to 
subscribe. Britain was asked to recognise that the sole 
means of integrating Germany into Europe lay in establishing 
the pool, in which there would be no more British, French 
or German coal and steel but only European coal and steel ; 
which would be a fund of European resources controlled, 
perhaps, not even by nationals of the participating countries. 
French spokesmen particularly stress the non-technical char- 
acter of the pool’s administration. The board of from 6 to 
10 directors would be men such as Sir Oliver Franks or 
Mr Lilienthal. (Base metals, it is suggested, are much less 
Mysterious than atomic energy. So why shouldn’t a don or 
a lawyer be put in charge of them ?) The sole obligation 
of these directors—who, once nominated, would be answer- 
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able to no single government—would be to act in the 
collective interests of the participating nations. The govern- 
ments would commit themselves by treaty to obey them. 

French opinion has not yet really fathomed the political 
meaning of the government’s proposal, which is chiefly 
discussed as a purely economic measure. In so far as the 
independent authority is looked at intrinsically, it is seen 
mostly as a Franco-German agency in which the Germans 
would somehow or other gain the upper hand. Apart from 
the Communists, the main doubts have come from the 
Socialist Party—which, most of all, has demanded the inclu- 
sion of Britain in the pool as a security measure—and from 
the RPF Gaullist spokesmen who, while also expressing 
grave distrust of any Franco-German joint venture in 
France’s present state of “ weakness,” are not surprised by 
the British refusal to commit themselves to the French 
objectives. They believe that Britain’s interest in Germany 
is exclusively strategic, and that the economic sacrifices that 
participation would obviously entail for Britain would far 
outweigh the vague and sporadic fears about the political 
fate of the continent. For the Gaullists, the one immediate 
necessity is to give France a strong government, so that it 
may launch a far larger plan of European defence—an 
activity in which Germany would be the subordinate. In 
its present “ chloroformed ” condition France, in their view, 
is quite unable to organise a European economic authority 
or enforce its will. 


De Gaulle in the Wilderness 


There is doubtless truth in the assertion that Europe 
cannot be united by government pronouncements and the 
mere establishment of “independent” machinery. For, 
since the independent authority will require the parent 
nations to enforce its will, it takes a strong government-——not 
a weak one—to delegate authority over vital matters of 
national existence. But M. Schuman appears to be a more 
realistic propagandist of Europe than General de Gaulle to 
the extent that he, a minister in office, has proposed a new 
mode of supra-national executive action, while the General 
is still harping in the wilderness on the future national role 
of his own country. This role has, however, a rather too 
military colouring for 20th century national consumption. 
Is it impossible that France’s European and domestic lives 
will in some way be entrusted to different types of leader- 
ship ? 


Prospects of Greek Recovery 


[FROM AN ATHENS CORRESPONDENT] 


AT the end of the second Marshall year economic conditions 
in Greece are still deeply affected by the strains and stresses 
of the last ten years. American aid enabled the level of 
aggregate real consumption to increase slightly during the 
last two years. According to unofficial estimates, real wages 
in manufacturing industries approached 75-80 per cent of 
their prewar level, but living conditions in the agricultural 
areas are very bad and much worse than before the war. 
The average real earnings of the civil servants are about 
50 per cent of their 1938 level, and real earnings even before 
the war were very low indeed. 

According to the official estimates, the volume of gross 
home investment during 1949 reached the 1938 level, and it 
appears that replacement and repairs of the main losses of 
the last ten years will be soon completed. But the rate of 
progress of the main projects of productive development, 
which will make possible the necessary improvements in 
living conditions, was very slow during the last two years. 
The civil war absorbed a great part of the national effort 
and resources as well as of the drachma counterpart of 
Marshall Aid, and the civil strife and the very low level of 
pay of the civil servants intensified the disorganisation of 
the state admin’stration, already paralysed by the occupation. 
The inadequacy of the governments of the last four years 
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contributed to this administrative inefficiency ; for most of 
them were composed of politicians brought up in an attitude 
of laisser faire and the practice of unco-ordinated measures 
of economic policy. Lastly, apart from the burden of military 
expenditure, government finances are also inflated by the 
increased number of civil servants, which in its turn further 
contributes to the inefficiency of the administration. 


Recovery of Production 


Although the threat of inflation, with its distorting conse- 
quences, has not disappeared, the excessive inflation of the 
occupation and of the first post-liberation years came tO a 
halt during the second half of 1949. This was achieved by 
increased home production, reaching on the average 80 per 
cent of the 1938 level, and by securing a fairly steady flow 
of imports, mainly of foodstuffs and other essentials. The 
latter, however, were paid for almost up to 70 per cent by 
American funds. During 1949 the total volume of imports 
approached the 1938 level although the composition of 
imports has changed compared with prewar because of the 
larger proportion of capital goods being imported for 
reconstruction purposes. 

To a very large extent the low level of Greek exports is 
due to the loss of the German and east European markets, 
which together absorbed in 1938 more than 50 per cent of 
Greek exports. The volume of Greek exports to the United 
States is halved compared with prewar, and Britain is the only 
major market in which the 1938 level of imports from Greece 
has been re-established. Throughout the interwar period 
the chief Greek export was tobacco, which accounted for 
more than 45 per cent of Greek export earnings. More than 
20,000 metric tons of Greek tobacco (more than half of Greek 
tobacco exports) went to Germany and central Europe. High 
costs, because of inflated prices at home, and the continuing 
overvaluation of the drachma, despite the exchange rate 
readjustment of last September, constitute serious additional 
difficulties. The Government is taking action to reduce 
costs at home and to compensate producers for the difference 
due to the high external value of the drachma. But unless 
the central European, particularly the German, market for 
Greek tobacco is re-established the prospects of recovery of 
Greek exports are remote. 


Delays in Economic Plans 


The balance of payments difficulties, together with the 
acute pressure of over-population and under-employment, 
indicate that Greek economic development should aim at an 
increase in the output of home agriculture and manufactures 
in order to reduce import requirements and diversify exports. 
These aims are embodied in the successive Greek pro- 
grammes which have been submitted to the Organisation for 
European Economic Co-operation and were in principle 
accepted by the American authorities. But lack of agree- 
ment between the Greek and American authorities on the 
details of the industries which are to be established or 
developed is delaying the fulfilment of the programme. The 
complications of a bureaucratic administrative machinery, 
together with the lack of central economic thinking and 
effective co-ordination, contribute to these delays. Accord- 
ing to the latest official estimates, up to December 31, 1949, 
only 50 per cent of the total expenditure planned both in 
foreign exchange and drachmas, for reconstruction purposes 
for the first two Marshall years, was executed. 

The backbone of the Greek development programme is 
the exploitation of the hydro-electric potentialities of the 
country. These must be combined with large scale irrigation 
works which, in combination with projects of land develop- 
ment, would increase by more than 20 per cent the volume 
of agricultural production by 1952. The major increases 
are expected in cotton, potatoes, rice and wheat, and will 
accordingly reduce the great dependence of Greece on 
imported foodstuffs and raw materials. The programme 
should more than double the supply of electric power and 
will allow a substantial reduction in coal and fuel require- 
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ments. It appears that most of the pre ae 

work is at an advanced stage and has been apes tt 
ECA authorities; actual execution will probably start C the 
the end of 1950. elore 


The large deficit in the government finances i 

drain on the national resources and a constant < 2 prea 
inflationary pressure. Government expenditure dy . 
the current fiscal year ending June 20. a uring 
estimated at about 5,750,000 million drachma* 7 
figure corresponds to 30 per cent of the value of the nation, 
product in 1949 and compares with the correspondin — 
portion of 21 per cent in 1938. About 35 oer coat a a 
government expenditure is for military and security oe ee 
and more than 10 per cent for the relief and rebates eS, 


lit Ar 
of the refugees. — 


Government revenue from all sources during the fica! 
year 1949-50 was estimated at approximately 3.900 
million drachmas with an expected deficit of more thes 
1,700,000 million drachmas. This had to be covered em 
entirely by the drachma counterpart funds of Marshal! Aid 
and the absorption of more than 40 per cent of these fund, 
by the Government deficit imposes corresponding restriction: 
on the level of investment for development projects, 


No Reductions in Defence 


It appears that great efforts are being made by the ney 
Minister of Finance, Mr G. Kartalis, a man of energy and 
ability, to reduce the deficit in the new budget which is being 
prepared. It is generally agreed that effective defence force 
must be kept to deal with any new threat from Communi 
guerillas. It is therefore unlikely that substantial reduction: 
in the defence budget will be possible. The Government 
hopes that the American authorities will allow it to be treated 
separately and that additional military assistance will be given 
under the general arrangements for European defence, 
Reductions in government expenditure are being sought 
mainly in decreasing imports and subsidies and expenditure 
on the refugees. If the civil administration were drastically 
reorganised probably half the number of- present civil servants 
would be adequate, and much more efficient. But any such 
reduction would have to be combined with substantial 
increases in the pay of those who remain and with the 
provision of ready opportunities of re-employment for the 
rest. 


Increases in government revenue are expected mainly from 
the prospective rise in the national income and by taking 
severe measures against tax evasion. The recent steps against 
the shipowners who owed tax arrears have already shown 
their first results. Out of the $10 million which were due. 
$3,000,000 have already been collected and the balance will 
be paid in agreed instalments. Also, of the 200,000 million 
drachmas of expected revenue from the levy imposed 
February, 1949, on the wealthier taxpayers, 110,000 million 
has been collected and revenue from this source will probebly 
rise to 130,000 million drachmas. It is estimated that totd 
Government expenditure during the next fiscal year will nt 
be less than 5,000,000 million drachmas of which 2,000,00 
million drachmas will represent military expenditure 
Government revenue is expected to be about 4,000,000 
million drachmas. 


It is generally realised that substantial advances mus 
now be made in the Greek development projects. So fat 
there has been a gap between the general directives of acuct 
embodied in the reconstruction programmes and tht 
machinery for their fulfilment. The new Government, pr 
ticularly the Minister of Co-ordination, Mr Tsouderos, have 
been taking stock and it appears that plans for the reorgans* 
tion of the administration are being worked out and that 
some good progress in reconstruction may be expected 10 0 
coming months. The prospects of improvement enti) 
depend on the way in which the three Coalition parties a 
their leaders work together. 


-* £1 = 42,000 drachmas. 
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NICKEL AND OUR COAL. 


Do you know that nickel plays a vital part 
not only in the production of coal but also 
in its conversion to light, heat and power ? 
The cutters, conveyors and miners’ lamps that 
are used in the mining of coal, the railway 
engines and the road vehicles concerned in_ its 
distribution, the plants converting it to steam 
power and electric current—in all these, nickel 
is present, toughening and strengthening the 
metals used in their construction, making them 
staunch against the attacks of wear, corrosion 
and heat. 


Thus nickel is contributing to the efficiency 
of the tools and equipment with which Britain is 


achieving her recovery, 


THE MOND NICKEL COMPANY, LTD) 


Sunderland House, Curzon Street, London, W.1. 
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ENGINEERING 


Two important imnovations—the by-product 
coke oven and automatic roller flour milling— 
were introduced into Britain seventy years ago 
by the late Henry Simon, founder of the Simon 


Engineering Group. To-day Simon-Carves are 








among the largest international coke oven 


builders, and Henry Simon—the world’s largest 





milling engineers—have been called by a 
















Canadian miller the recognised world 


authority on the art of modern flour milling 







practices.” In their other  specialities— 


notably power stations, coal cleaning plants, 






sulphuric acid plants, granaries and grain 







handling 


equipment—the Simon companies 


have likewise done much pioneering work and 








are among the acknowledged international 
leaders, 
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BRITISH BANKING SURVEY 





The following three articles form the first part of the extended and remodelled postwar version—introduced 
in May, 1949—0f The Economist Annual Survey of British Banking. Owing to the continued refusal of 
overtime working by members of the London Society of Compositors, it has unfortunately proved impossible 
to arrange, this time, for simultaneous publication of the associated 16-page special selection of British Bank- 
ing Statistics in the Records and Statistics Supplement ; it is hoped to publish this in next week’s Supplement. 

A parallel editorial survey of Foreign and International Banking, and an associated statistical selection, 


will be published next autumn. 


Changing Patterns in Domestic Banking 


Y contrast with the exciting happenings on the 
external front of Britain’s finances, the trends on 

the domestic front often appear staid and uninteresting. 
Especially in its banking sector, they nowadays receive 
a good deal less attention than they deserve. This makes 
it more than ever desirable to devote part of these Annual 
Banking Surveys to a little reflective retrospection. It is 
certainly a rewarding exercise this year, for the patterns 
of domestic banking have altered more strikingly in these 
past twelve months than in any previous postwar period. 
The changes also present an intriguing paradox. For 
some time past, the principal active influence upon the 
banking structure has been the demand for advances, 
traditionally the least liquid of the banks’ assets ; and 
since the autumn of 1949 advances have been expanding 
at an unprecedented rate. Yet the technical flexibility 
of the banking system, so far from diminishing, has 
markedly increased—and is also now without precedent 
in modern times. The third outstanding characteristic 
of the year is that these two major changes—the growth 
of bank advances on the one hand, and the simultaneous 
growth in the supply of liquid assets on the other—have 
been taking place within an unaltered framework. That 
is to say, there has again been very little change, on 
balance, in the total volume of outstanding bank credit. 


In the twelve months to May 17th—the latest “ make- 
up ” date for which figures are available—the net deposits 
of the London clearing banks dropped by £40 million, 
to £5,649 million, a figure that diverged by no more than 
{7,000,000 from the total for May, 1948. If the figures 


TABLE I 
CHANGES IN BANK DeEposiTs AND ASSETS 
(£ Million) 


er 
Years to May i; 1946 1947 1948 1949 1959 
et Geponls oo ckesseneca } 266 +638 | 255 | + 47 — 40 
} ; } 
| j 
MOVED os gc ewe Rasen + 99 + 243 +234 | +102 | 211 
Envestmemtns is... ev cev ace +19 {| +148 - 7 |. + DB + 1 
Bills and call money ...... +454 | +318 88 Ci +i3% | +421 
EDRs aes * ‘ —508 | — 24 —102 | -—211 | 672 
MRL <6 uve dae acetone + 26 i 48 | +28 | - 1 — 5 


for April were taken as the basis for comparison, the 
net change over twelve months would be only 
£2,000,000, and over two years {11 million. This two- 
year steadiness has led some observers to regard the first 
Crippsian budget as a watershed in postwar credit 
topography, sharply dividing the aggressive credit expan- 
sion of the Daltonian regime from the phase of stability 
and incipient contraction. The implication is that dis- 
inflationary budgeting brought with it a circumspect 
monetary policy that ensured an equilibrium in the 
volume of money. Closer scrutiny shows this to be too 


naive a view. In the first place, it needs to be emphasised 
that stability of bank deposits is not, in itself, evidence 
that a disinflation policy is succeeding in its wider objects. 
The reasons for this caveat have often been explained 
in these columns (see, for example, last year’s Annual 
Banking Survey), and need not be detailed again now. 
Briefly, the object of a disinflation policy is to ensure that 
sufficient savings are created, without the aid of inflation, 
to meet the community’s need for finance. But the fact 
that the need is met without any net creation of new 
credit by the banks does not of itself prove that the 
savings generated outside the banking system have not 
been partially stimulated by inflationary pressures. 


Secondly, a stable level of deposits is not of itself con- 


clusive proof even of the circumspectness of monetary 
policy in its more limited sense. The relative stability 
in 1948-49 in fact concealed a substantial effective 
increase in the volume of money, because a large amount 
of credit created just before the beginning of that period 
(for the Argentine rail purchase operation) became avail- 
able for public use only gradually during the course of 


the year. Except for a brief distortion caused by the 
shifting of foreign balances before the devaluation, no 
comparable influences have been at work in the past year. 
It can fairly be said, therefore, that 1949-50 was the first 
postwar phase of effective monetary equilibrium. 

The ability of the banking system to meet increased 
demands for advances over a period in which the total 


TABLE II 














CHANGES IN BANKING FLExiIBILITY, 1945—50* 
August, 1945 | May, 1949 | “May, 1959 
scsiiacieiinbaeala med sisidadegadbee deste scam taconite tinal 
£ Mn. % £ Mn. % {Mn % 
Net deposits sc. ccdias cecicuscs 4,146-8 5,689°3 | 5648-9 
Liquid Assets: | 
CMO nck vc can skkeusadene 510-8 10-5 487-1 8-3 482-0 8-3 
Call money .o.os<cecasmkies 233-3 4-8 497-9 8-4 537-9 9-2 
Bilin sock oh Kh vd kee 195-2 4-0 815-7 13-9 1197-2 20-5 
Total Liquid Assets...... | 939-3 19-8} 1,800°7 30-6 | 2217-1 37-9 
“ Inflexible*’ Assets: ; 
Treasury deposit receipts eee | 1,992- 5 40-8 1,036-5 17:7 364-0 6-2 
Investments .......0...00s 1125-8 23-1] 1501-9 25-6} 1502-9 95.7 
Advances.......sssceeeee. | 7563 15-6 1426-8 24-3 1637-7 28-0 
Potal “ Inflexible ” Assets | 3,874-6 79-4 3,965-2 7-6 | 504-6 59-9 


i 


* Percentages of assets are related to gross deposits. he 


volume of credit, so far from continuing to rise, has 
actually shown a small net decline, is attributable, of 
course, to the fact that the Government has been reduc- 
ing its own demands upon the banks. In this technical 
sense at least, the policy of disinflationary budgeting has 
worked according to plan. In 1949-50, the ccntral 
Exchequer again secured an “overall” surplus, and 
although this was appreciably smaller than that for 
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OVESEAS 
SERVICE 


LLOYDS BANK is fully equipped to deal with 
every aspect of overseas business. Valuable 
aid can be given to those wishing to establish 
or extend their trade abroad. 

The Manager of any of our branches will 
welcome your enquiries and be pleased to 


assist you with all export problems, 
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1948-49, a moderate part of the difference was made 
good by an increase in the surplus of the social insurance 
funds (to £157 million), thanks to the fact that the 
National Insurance scheme operated for its first full 
year. On the other hand, the sterling accruing to the 
central government from external sources must have been 
appreciably less than in the previous year. For the 
calendar year 1949 the net deficit on the balance of 
external payments as a whole was estimated at £35 
million less than that for 1948, and the difference prob- 
ably becomes rather greater than this when the com- 
parison is shifted forwards to annual periods ended in 
mid-May. 

These three factors taken together explain -vhy the 
central government was able during 1949-50 to reduce 
still further its indebtedness to the banking system, but 
they do not explain why the repayments should have been 
substantially larger than those made in the previous year. 
To measure the extent of these repayments it is neces- 
sary to assume, first, that increases in the banks’ advances 
and investments, taken together, represent finance pro- 
vided, not for the central government, but only for the 
private sector of the national economy and for such 
public bodies (e.g., the British Electricity Authority) as 
borrow direct from the banks ; and, secondly, .'a: no 
bank finance for the private sector is provided by ciher 
means. On these assumptions, which are only »pproxi- 
mately correct, fluctuations in the central government's 
requirements for bank finance are indicated by the 
changes in other bank assets considered as a whole—i.e., 
Treasury deposit receipts, money market assets and ~1sh. 


On this basis, as Table I shows, governmental repay- 
ments amounted in 1949-50 to no less than £256 million, 
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in contrast with only £75 million in 1948-49 and with 
net borrowings of £14 million in 1947-48. In view of 
the decline in the resources available from the budget 
surplus and from external sources, the new equilibrium 
in bank deposits is quite evidently attributable not to the 
disinflationary policy alone but also to the pursuit of a 
more restrained monetary policy. In 1948 the authorities 
even lacked the courage to restrain an irrational rise in 
the gilt-edged market, whereas in 1949 they realised the 
dangers of trying to resist a steep fall. With this gilt- 
edged background in mind, the implication to be drawn 
from the figures is that in the past year the authorities 
have tended to concentrate their available cash resources 
rather upon repaying active indebtedness to the banking 
system than as a means of adding to their holdings of 
longer-term securRies. 


Especially because monetary policy seems to have 
played so large a part in the past year, it is rather 
questionable whether the volume of money can be as 
effectively stabilised in the coming year. As an article 
on page 1350 shows, it is doubtful whether the authori- 
ties, in the current fiscal year, will have any net cash 
available for repayments to the banks. In these circum- 
stances, the movement of deposits may be governed 
much more closely by the trend of advances. In the 
past six months, as the accompanying figures illustrate, 
these have been rising at a greater average monthly rate 
than at any previous period of British banking history: 


(£ Million) 1946/7 1947/8 1948/9 1949/50 
May—November ....... +107 +105 +17 + 46 
November—May ....... +135 +129 +85 +165 


Last month, it is true, there was some slackening of the 
rise, chiefly because of the repayments made by the 
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BEA out of its initial receipts from the new loan. But, 
although there are likely to be further repayments of 
this kind, both by the BEA (from the successive calls on 
the loan) and by other borrowers now awaiting a chance 
to approach the capital market, there is no doubt that the 
rise in aggregate advances will continue. The best that 
can be hoped is that it will be less pronounced than in 
the past six months, during which the economy has been 
adjusting itself to the higher level of raw material prices 
resulting from devaluation and from the American boom. 

Although continuing demands for advances may 
provoke, over a period, some renewed expansion of 
deposits, there is no possibility that they will impose any 
strain upon banking flexibility. Had the Treasury main- 
tained the former disposition between Treasury deposit 
receipts and bills, the swing of bank finance from Govern- 
ment to private borrowers would certainly have reduced 
banking liquidity. But, thanks to the official policy of 
combining debt repayment with a massive switch from 
TDRs to bills, the banks’ ratio of flexible assets to 
deposits has been greatly enlarged, as Table II shows. 


Sterling’s New 


T@ task of fitting the sterling system into a new 
European payments structure is going to present 
the authorities with some very difficult problems. Since 
sterling is used as a medium of exchange between Euro- 
pean and non-European countries (including countries 
outside the sterling area), the compensation that is to be 
achieved through the European Payments Union will 
never be automatically self-balancing. Within a closed 
or complete circuit of monetary compensation—embrac- 
ing, for example, only those payments arising from intra- 
European dealings as such—the total of the deficits would 
equal that of the surpluses. The adjustment would be 
precise, automatic and immediate. But since, for example, 
Belgium may be paid in sterling for its exports to Egypt 
(which lies outside both the EPU and the sterling area) 
and since Italy may pay in sterling for its imports from 
Siam (both countries are in the transferable account 
group), it follows that the periodic compensations 
operated by EPU will balance only if London itself com- 
pletes the operation. After the transactions mentioned 
above, Belgium’s increased and Italy’s decreased holdings 
of sterling will be duly entered into the periodic compen- 
sations of EPU and will, therefore, affect the position of 
those countries (and of Britain) vis-a-vis the Union ; but 
the final balancing will be achieved in London by book 
entries that will lie quite outside the EPU ; the net 
change in Britain’s position vis-a-vis the Union will be 
offset by a writing down of Egyptian plus a writing up 
of Siamese sterling balances. 

It is through the London banking mechanism, there- 
fore, that the compensation will be completed. Similar 
action will be taken by all members of the EPU that 
have dependent or associated non-European territories 
adhering to their own currency areas, but none of them, 
of course, will have to face the same order of difficulties 
as the United Kingdom. There are three reasons for this. 
First, the sterling area is far more extensive than any 
other currency area. Secondly, sterling is used by many 
countries that lie outside both the sterling area and the 
EPU. Thirdly, the abnormal accumulation of sterling 
balances creates a difficult problem that does not affect 
other European currencies. 
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‘he advances ratio has risen during the past six months 


from 24.3 to 28.0 per cent of deposits, compared with 
15.5 per cent at the end of the wai. Yet the ratio of 
money market assets has risen over the year from 22.3 
per cent to the unprecedented level of almost 30 per cent, 
in contrast with a mere 6} per cent at the low point ‘n 
1945. In consequence, the inflexible assets—advances, 
investments and TDRs—now stand at the unnaturily 
low proportion of under 60 per cent, compared with an 
equally unnatural peak of 82 per cent in 1945 and with a 
prewar norm of 70 per cent (when, of course, there were 
no TDRs, but advances stood much higher). 

In one important respect these striking changes repre- 
sent a welcome move towards normality, in that the 
sweeping reduction in TDRs gives to the banks, con- 
sidered individually, a much greater freedom to deter- 
mine for themselves the disposition of their assets. But, 
since the glut of liquid assets is so unaccustomed, the 
City is still wondering why the authorities should have 
chosen to provoke it. Is it possible that they want the 


banks to venture still further into the gilt-edged market ? . 


Role in Europe 


This last circumstance is of particular significance. If 
Britain’s relations with the European Payments Union 
are not to be seriously embarrassed, considerable control 
will have to be exercised in the liberation of sterling 
balances. To the extent that they enter into European 
compensations and build up claims by EPU against 
Britain, liberated sterling balances will be converted into 
a form of obligation on which gold payments will sooner 
or later be due. The burden of Britain’s sterling liabili- 
ties, and of the unrequited exports to which they give 
rise, is already heavy ; it will become heavier still if it 
leads to direct losses of gold. The acceptance by Britain 
of full membership of EPU might, therefore, be made yet 
another occasion for raising the question of a more even 
international distribution of the burden of Britain’s war- 
accumulated debts. 

Another important consequence of Britain’s participa- 
tion in the European Payments Union will be the need 
to renegotiate a large number of bilateral payments agree- 
ments with non-sterling countries. Britain has insisted 
that it should be entitled to make agreements with other 
EPU countries governing the extent to which the sur- 
pluses emerging from the periodic compensations would 
be held in sterling and also the extent to which compar- 
able deficits could be met from existing sterling resources. 
Britain intends to negotiate agreements whereby net 
creditors in these periodic compensations shall hold in 
sterling such part of their surplus as arises in sterling— 
subject, however, to the credit limits that are agreed 
under the EPU scheme. This means that specific limits 
will now have to be set for overdraft facilities in all cases 
where the existing bilateral agreements provide either for 
an unlimited overdraft “swing” or, as in the one-way 
agreement with Italy, for accumulations of sterling by 
the non-sterling country but for no accumulation of the 
other party’s currency by Britain. The obligation upon 
Britain to renegotiate these agreements will be welcomed 
by the Americans, who have always contended that the 
“unlimited swing” agreements have discriminatory 
effects in international trade ; such countries as Sweden 
and Italy, which have acquired substantial sterling 
balances on which no gold settlement has been due, have 
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Not all the gold is in Kalgoortie 





The many opportunities open to business men in Australis 
and New Zealand are far richer than the famous “Golder 
Mile” of Kalgoorlie, Western Australia gold mining centre. 


The Bank of Australasia offers up-to-date information op 
prevailing market conditions to business men interested 
in trade in Australia or New Zealand. Write for our booklet 
“The Answers To Your Questions” which may be 
obtained from the Bank on request. It contains not only 
information concerning the commercial world but also more 
personal details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 
(Incorporated by Rayal Charter 1835) 
MANAGER: G. C. COWAN 


Head Office: 4 Threadneedle Street, London, E.C.2 


Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House) 











BANK OF LONDON 
SOUTH AMERICA 


LIMITED 
Affords a 
through its branches in 
| 
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complete international banking service 
ARGENTINA, BRAZIL, CHILE, 
COLOMBIA, ECUADOR, GUATEMALA, 
NICARAGUA, PARAGUAY, PERU, EL 
SALVADOR, URUGUAY, VENEZUELA, 


SPAIN, PORTUGAL, PARIS, and its 
Agency in NEW YORK. 


Head Office: 
6,7 and 8, TOKENHOUSE YARD, 
LONDON, E.C.2 


BRADFORD BRANCH - - 19, Sunbridge Road 
MANCHESTER BRANCH - - 36, Charlotte Street 
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naturally tended to buy from any country that would 
accept their sterling, even if in doing so they failed to buy 
in the cheapest market. 


The new bilateral agreements will also govern the use 
of “old” sterling held by EPU countries. At present 
the use of sterling held by European countries is regu- 
lated by the terms of the existing bilateral agreements ; 
different facilities are accorded to those in the “ transfer- 
” and those in the “ bilateral” account groups of the 
exchange control system. Britain is now prepared, as part 
of its responsibilities as a full member of EPU, to end this 
difierentiation as between countries now to become parti- 
cipants in the EPU. Any net debtors to EPU in the 
periodic compensations that have accumulated sterling 
balances before July 1, 1950, will be offered the right to 
use those sterling balances to cover their cumulative 
deficit with EPU (and thus put off the evil day when they 
will have to pay gold to it). 


All this is a very considerable advance towards com- 
plete transferability of European currencies. It involves a 
departure from detailed control over the use of European 
sterling balances. Some of these accumulated balances 
are substantial, and the creditors might so organise their 
intra-European trade as to make larger drafts on them 
than they could do under the present system of control. 
If a substantial drain occurred, it is possible that the EPU 
clams on Britain might exceed its gold-free borrowing 
rights from that institution so that Britain might lose gold 
to the EPU. That possibility has been duly envisaged ; 
t is believed that the matter has been under discussion 
with the United States experts and that some provision 
has been made by which any consequent gold losses by 
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Sir John Craig, C.B.E., D.L. 
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London Offices : 
City Office: 30 BISHOPSGATE, E.C.3 
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Britain would be underwritten at least in part out of the 
$600 million pool with which EPU will be launched. 


In renegotiating the bilateral payments agreements, 
Britain also intends to provide credit facilities (i.e. to be 
prepared, if necessary, to run up sterling area holdings of 
individual European currencies) wherever the: present 
arrangements are not fully reciprocal. These credit 
margins, however, will not be available to finance any 
deficits that the countries concerned may incur vts-d-v1s 
the EPU group ; the intention is that they shall be used 
to meet only such part of the deficit of non-sterling 
countries as corresponds to their deficit in sterling. 


To sum up, as a result of this series of renegotiations, 
the bilateral agreements with the countries in Europe will 
conform to a single pattern. They will all have strict 
credit limits operating reciprocally ; they will lay down 
that accumulated sterling outstanding on June 30, 1950, 
will not be put into the current compensations, but that 
it will be made available to any present holder of sterling 
balances who becomes a net debtor to EPU ; they will 
bind net creditors of the EPU to hold in sterling such part 
of their credit as has accrued in sterling ; conversely, they 
will provide net debtors of the EPU with credit margins 
on which, if they have no accumulated sterling resources, 
they will be able to draw up to the amount of their 
sterling deficits. 


It follows that any gold payment clauses in existing 
bilateral agreements with European countries will either 
be abrogated or will fall into desuetude. They should be 
replaced by provisions that conform with whatever gold 
payment conditions are made to apply to the EPU 


Seva :«~Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 


shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The thartered Bank of India, 
Australia and China 


(Incorporated by Royal Charter in 1853) 


HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 
The Bank's saa a aioe neaaune 
GIDEA PAKISTAN CERLON BURMA. SNCAFORE AN) FEDERATION o” 
INDO-CHINA - THAILAND - THE 
HONGKONG - CHINA - JAPAN 
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CREDIT 
LYONNAIS 


(Limited Liability Company Incorporated tn France 


WEST END BRANCH 
25/27, CHARLES II STREET, HAYMARKET, S.W.1 
Private Safes for renta) at this Office 





LONDON 
OFFICE 


E.C.3 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 

FRANCS PAYABLE AT ALL BRANCHES OF 

THE BANK IN FRANCE AND THE FRENCH 
FRANC AREA. 


OVER 1,300 BRANCHES IN FRANCE 
Also in ALGERIA, BELGIUM, CAMEROONS, EGYPT, FRENCH 
GUINEA, IVORY COAST, LUXEMBURG, MOROCCO SENEGAL, 
SPAIN, SWITZERLAND. TUNISIA 
SUBSIDIARY IN BRAZIL: 
BANCO FRANCES E BRASILEIRO S.A., 
RIO DE JANEIRO. SANTOS AND SAO PAULO 
SUBSIDIARY IN PORTUGAL : 
CREDIT FRANCO-PORTUGAIS. LISBON AND OPORTO. 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THE WORLD 
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HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 


The Liability o Members is limited to the extent and in manner i 
escri bed b ‘ 
of 1929 of the Colony. ” 1 Dy Ordinances No, + 














Capital Issued & Fully Paid Up $20,000,009 











Reserve Funds Sterling... £6,000,000 
Reserve Liability of Members... $20,000,000 








Head Office: HONG KONG 


Chairman and Chief Manager: Hon. Sir Arthur MORSE, ¢.B.c. 


London Office: 9, GRACECHURCH STREET, £.c.3 
London Managers: 8. A. GRAY, A. M. DUNCAN WALLACE, H. A magey. 
BRANCHES: 























BURMA DJAWA (JAVA) JAPAN NTH. BORNEO 
Rangoon Djakarta Kobe srunei Town 
CEYLON Surabaja Tokyo Jesselton 
Colombo Yokohama Kuala Belait 
CHINA EUROPE Sandakan 
*Amoy Haraburg MALAYA Tawau 
*Canton Lyons Cameron PHILIPPINES 
*Chefoo Highlands lloilo " 
*Dairen HONG KONG Ipoh Manila 
*Foochow Hong Kong Johore Bahru 
*Hankow Kowloon Kuala Lumpur SIAM 
*Harbin Mongkok Malacca Bangkok 
*Moukden Muar 
*Nanking INDIA Penang UTD. KINGDOM 
Peking Bombay Singapore London 
Shanghai Calcutta Singapore 
Swatow INDO-CHINA (Orchard Road) U.S.A 
Tientsin Haiphong Sungei Patani New York 
Tsingtao Saigon Teluk Anson San Franeciseo 





* Branches at present not operating 
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A comprehensive service as Trustees and Executors is also undertaken 
by the Bank’s Trustee Companies in 


LONDON 









HONG KONG SINGAPORE 








NATIONAL BANK 
OF EGYPT 


Incorporated in Egypt. Liability of Members is Limited 


Established by KHEDIVIAL DECREE of 25th june, 1898, with 
exclusive right to issue notes payable at sight to Bearer. 


HEAD OFFICE: CAIRO 


Commercial Register No. | Cairo 
CAPITAL (fully paid) Lstg. 3,000,000 
RESERVE FUND _eistg. 3,000,000 


OFFICES IN EGYPT AND THE SUDAN 


CAIRO (4 Offices), ALEXANDRIA, Abou-Tig (Sub- 
Agency to Assiut), Assiut, Assuan, Benha, Beni-Suef, Chebin- 
el-Kom, Damanhour, Deyrout (Sub-Agency to Assiut), Edfu 
(Sub-Agency to Luxor), Esneh (Sub-Agency to Luxor), Fashn 
(Sub-Agency to Beni-Suef), Fayoum, Heliopolis (Cairo), 
Ismailia (Sub-Agency to Port Said), Kafr-el-Zayat (Sub-Agency 
to Tantah), Keneh, Luxor, Maghaga (Sub-Agency to Beni- 
Suef), Manfalout (Sub-Agency to Assiut), Mansourah, 
Mehalia-Kebir, Mellawi (Sub-Agency to Minieh), Minet-el- 
Gamh (Sub-Agency to Zagazig), Minieh, Port Said, Samalout 
(Sub-Agency to Minieh), Sohag, Suez, Tantah, Zagazig. 


KHARTOUM, El-Obeid, Omdurman, Port Sudan, Tokar 
(Sub-Agency to Port Sudan), Wad-Medani. 


LONDON OFFICE: 6 & 7 King William Street, E.C.4 
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THE 
ANGLO-PALESTINE 


BANK LIMITED 


6, GRACECHURCH STREET, 
LONDON, E.C.3 


GENERAL MANAGEMENT: TEL-AVIV 





Established in 1902, the Bank has played an important part 
in the development of Israel and maintains the closest touch 
with leading commercial, industrial and agricultural circles. 
Shortly after the establishment of the State, the Bank was 
entrusted with the issue of the Israel Currency, and became 
sole banker to the Government. Its wide local experience, 
network of branches in Israel, office in London, and 
correspondents, the world over, continue to be at the service of 
those wishing to transact business with Israel. The Bank's 


General Management will gladly give information to all 


inquirers. 


Branches : 
TEL-AVIV, JAFFA, JERUSALEM, HAIFA, TIBERIAS, 
SAFAD, PETAH-TIKVAH, HEDERA, HADAR- 
HACARMEL, REHOVOTH, RISHON-LE-ZION, 
RAMATH-GAN, NATHANYA, HAIFA BAY, ACRE. 





Affiliation : 
THE A. P. B. TRUST COMPANY, LIMITED, TEL-AVIV 
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mechanism. Unless the two systems are thus harmonised, 
it will be impossible to give effect to Britain’s suggestion 
that gold payments made to or by EPU should depend on 
each country’s cumulative surplus or deficit, irrespective 
of whether it has been incurred in clearing units or in 
sterling. 

It is evident, therefore, that the coming into effect of 
EPU will have to be followed by a period of intense acti- 
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vity during which the network of bilateral payments and 
monetary agreements between Britain and the other par- 
ticipating countries is reshaped. The controls governing 
the use of sterling in Europe will emerge from that 
process of adaptation considerably simplified, without the 
blemish of discrimination, and a long step nearer the ulti- 
mate goal of complete transferability and convertibility 
of sterling. 


Financing the Buyers’ Market 


13 pronounced swing from a sellers’ to a buyers’ 
market during the past eighteen months has largely 
brought back to London the burden—and the business— 
of providing credit to “carry” British exports between 
the time of their shipment and the time of their arrival 
overseas. In the early postwar days British exporters 
could insist on obtaining payment before—or at latest 
upon—shipment of their goods. Foreign importers, or 
rather their bankers, had therefore to open irrevocable 
credits with the British banks before goods left Britain ; 
British banks were in effect confined to the relatively 
risk-free role of paying agents. Under arrangements of 
this sort there is at most a gap of a few days between 
paying out and reimbursement, and the banks are 
covered throughout—so long as they operate strictly 
within the terms of the credits. Most clearing banks, at 
any rate, are likely to hold balances for the overseas bank 
well in excess of any short term risk they assume, although 
the tendency to concentrate foreign balances at the Bank 
of England has drawn off much of these deposits. As a 
result, this sort of business was—and indeed still is— 
done largely by the clearing banks. Rates are too fine to 
leave much margin, and profit is negligible unless turn- 
over is large. 


Today, however, the manifold financing methods of 
the prewar era are returning into use. Especially in the 
hard currency markets, importers are able to demand 
more time to pay. In the softer-than-sterling markets, in 
particular in South America, where inflation is still 
raging, the hunger for imports is still unassuaged, but 
experience has shown that the authorities there are more 
amenable to granting import licences when they know 
they have a breathing space before they need find the 
foreign exchange. As a result, exports to South America 
are now commonly shipped for payment against sight or 
usance drafts ; theoretically, this means payment on sight 
or up to 120 days thereafter, but it is all too common 
to find the London bank out of funds for considerably 
longer periods. There is a heavy backlog of remittances 
from countries such as Costa Rica, Venezuela, Colombia, 
Brazil and, of course, from Argentina. 


Shortage of sterling overseas and a return to more 
competitive conditions are not, however, the only reasons 
why the British banking system is now extending more 
credit to overseas trade. A certain amount of foreign 
borrowing in London is still attempted for speculative 
purposes. The great upsurge in this sort of borrowing 
came, of course, in the months before devaluation when 
there was a sudden revival in demand for facilities that— 
under various guises—were tantamount to finance paper. 
In most cases such business was refused outright ; occa- 
sionally rulings were sought from the Bank of England. 


But although few bills that were merely finance paper got 
through the meshwork, there was nothing to prevent 
foreign banks or importers from borrowing in London 
for up to four months if the borrowing could be shown 
to be to finance some sterling export. The reflux of 
foreign currency after devaluation shows what dimensions 
a speculative movement can assume even though 
essentially confined to delaying actions of this kind. At 
present, of course, there is no speculative borrowing of 
this type in hope of any quick gain. But there are still 
many overseas buyers who, having to borrow some 
“international currency,” prefer to borrow sterling. 


Another reason for the present heavy demand for 
overseas lending is the comparatively low cost of borrow- 
ing in London. This applies particularly to demands 
from France. Now that the French authorities are no 
longer short of sterling, France does not have to borrow 
to meet its current sterling needs (as it did in 1947 and 
1948). But French merchants are faced with the fact 
that a London credit with all charges costs them less 
than 3} per cent per annum, while the annual rate in 


their own country is between 8 per cent and 10 per 
cent. 


For similar reasons, but with rather less success, 
Italian banks and traders have been attempting to borrow 
in London for some time past. The discrepancy between 
interest rates in Britain and Italy is even greater than 
between Britain and France. To the indignation of some 
Italian bankers, however, obstacles are still placed in the 
way of their access to the London market ; the British 
authorities see little justification for lending to Italy on 
any substantial scale so long as the Italian government 
holds large amounts of currently-earned sterling. The 
Treasury's attitude towards banking operations that 
earn hard currency is, however, more benevolent. For 
example, American importers from India and Pakistan 
have again taken to financing purchases through London, 
primarily because the cost of borrowing is lower here 
than in New York. This, of course, is the very sort of 
transaction that was commonly done through London 
before the war, but its value to the country is greater 
than before. London advances sterling to the American 
importer, who puts up dollars when the bill is due—and, 
of course, pays the discount charges and acceptance 
commission in dollars, too. 


* 


Are rates charged to overseas borrowers too low ? At 
present the minimum acceptance commission agreed is 
4 per cent per annum. The clearing banks, as a group, 
are evidently content with this rate, but the accepting 



























































. 3 
Bice 
| t 





cee, 


Diaee 


sagatain eR 














1348 










ROYAL BANK 
OF SCOTLAND 


Incorporated by Royal Charter, 1727 


Governor— 
His Grace THe Duke OF BUCCLEUCH AND QUEENSBERRY, 
K.T., P.C., G.C.V.O. 


















Deputy Governor— 
Tue Hon. Micuaet CLaupe Hamitton Bowes-Lyon D.L. 


Cashier and General Manager—JouN MCARTHUR THOMSON 





HEAD OFFICE 
ST. ANDREW SQUARE, EDINBURGH 
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houses agreed to it after the war reluctantly and under 
pressure ; they find the 7 per cent commission barely 
remunerative even when—as now—losses are few and 
far between. They argue, too, that the present charges 
mean that invisible income from overseas is gratuitously 
lost, since rates could be put up quite substantially with- 
out scaring much business away. Against this, however, 
the banks point out that, now that the Export Credits 
Guarantee Department will insure either the exporter or 
the banker direct for up to 90 per cent of sums pledged, 
the risk in financing foreign trade is little greater—and 
therefore the charges should be little higher—than if 
finance were extended to the Government. 


So far attention has been paid only to the recent exten- 
sion of bank finance to help British exporters and to 
foreign borrowers. The amount of bank finance extended 
to the British import trade has also increased in recent 
months. This increase is largely a consequence of the 
return of import business from Government agencies to 
private channels, and of the rise in raw material prices. 


It is very difficult to obtain any estimate of the extent 
of the recent increase in bank financing of overseas trade 
in general. In the accounts of most of the Big Five, 
the value of acceptances is hidden in an omnibus item 
embracing a variety of liabilities (although the Midland 
Bank did append a chart to its 1949 accounts showing 
that the aggregate value of documentary credit business 
done in 1949 was over four times as great as in 1938, 
some 20 per cent higher than in 1947 and 80 per cent 
larger than in 1946). The figure for acceptances in the 
balance sheets of the accepting houses provides a more 
reliable guide to the increase in this sort of finance. 
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Among the houses that publish balance sheets, Hambros 
Bank shows much the largest imcrease in acceptances ; 
these, at £16.1, were fully £4.2 higher than twelve 
months before. It may be, however, that given their 
present resources, some accepting houses have extended 
their total acceptance liabilities as far as their— 
admittedly conservative—policies allow. Apart from the 
latitude allowed by possible switches from inland to over- 
seas acceptances, any big increase in overseas accept- 
ances may have to wait on an increase in the capital of 
the acceptance houses, and that, in turn, must wait until 
acceptance business becomes more remunerative. The 
revival of the bill of exchange is also to some extent 
reflected in the rediscount liability of the discount 
houses ; at the latest balance sheet dates the combined 
rediscount liability of the nine houses whose figures are 
published was £80,650,000, or £4,100,000 higher than 
in 1948-49. This, however, is in no way a guide to the 
total volume of commercial paper in the market ; it 
merely serves to indicate the value, at one particular 
moment, of bills resold by the market to the banks. One 
other way in which the British banking system is increas- 
ing its aid to overseas trade must also be mentioned. 
Under the Exchange Control Act, bank credit to non- 
residents is limited to a maximum of 120 days (and banks 
are in fact by no means eager to lend to foreigners for 
longer periods than this). Exporters, however, are 
increasingly being asked to allow longer credit than 
the banks would grant. It often happens therefore that 
an exporter gives credit to his overseas customer himself, 
and recoups himself in the interim by borrowing from 
his bank on overdraft ; a certain amount of the recent 
increase in advances is due to business of this «ind. 





ROYAL DUTCH PETROLEUM COMPANY | 


(NV. KONINKLIJKE NEDERLANDSCHE PETROLEUM MAATSCHAPPIJ) 


BALANCE SHEET AS AT 3ist DECEMBER, 1949 


oR bey LIABILITIES = =—~S 
Fl. Fl. 
Share CageQetn iis rescccauesieons 1,998, 500,000.— 
of which unissued............ 1,091.977,000.— 
— - 906,523,000.— 
Preference Sapere Aaa sig oc sincck cc dak daseic eeu 1,500,000.— 
34°, DN aa iss ic. casas cicacnse 100,000,000.— 
30, PRUE a ieee deka 100,050,000.— 


C reehat =k Gas re cous k cca taeay paves occics 
Reserve as per Article 4 of the Articles of 
PSO a 
Gooneral Meer ea ee ic nc oan rae 
Profit and: Les: AOORINE oS issci i coheces teeintece 


69,258 ,426.58 


71,666,011.35 
27,500,000. 
120,752,766.19 


Fl. 1,397,250,204.12 





LOSS 
Fl. 
Administration and other expenses ...............+4. 1,088,561 .04 
Interest on 34% Debenture Loan .................. 3,500,000.— 


Interest on 33% Private Loans...........-....-00.+00 2,667,378.19 
enlaces ies wns enieepnetsiondigns von eehom 120,752,766.19 


FI. 128,008,705.42 





The Hague, June 1950. 


C. J. Cottor D’Escury. F. Q. Den HOLLANDER. 
A. S. OPPENHEIM 


| 
| 
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PROFIT AND LOSS ACCOUNT 1949 


j 
i 
j 
| 


The Board of Directors : 
J. B. AuG. Kesster, Chairman. W. 1H. VAN Leeuwen. J. KLOpPER. 
E. J. :zerMAN. W. H. De Moncny. J. C. VAN PANTHALEON VAN EcK. 
J. LUYTEN. 





ASSE 
Fl. 

Shareholding in: 
N.V. De Bataafsche Petrol- 

eum Maatschappij ...... nom. Fl. 330,000,000. 
The Anglo-Saxon Petroleum 

Company, Ltd. ............ ss 75,768,597. 
The “ Shell” Petroleum 

Company Ltd. ............ ee 17,102,400. 

and various Group companies 
TORE si ckcss ckcesbetasanaes Fl. 1,317,163,661.27 
Less * Reserve oi. cicssecsesvtine »  103,950,003.18 

——_—_—___———— 1,213,213,658.09 

Loans to Group companies .................-.cccceeee 12,584,971.92 
Cash at Ran heeee ins sic csicicaniciciecencscvtvisangevicuinns 34,677 ,339.09 
CONE CCM coca cks cgkndsdennmedsaclavsisecsdocsennaae 33,243,177.22 
SOUGIND: > o, sncnsicddiges sve scapestanssoacisas soso cts eke 24,542,966.90 
Debtors for dividends for 1949, payable in 1950... 78,988,090.90 








PROFIT 
es Fl. 
Balance Undistributed Profit 1948 .................. 38, 108,809.21 


Dividends on shares in various Group companies, 


CUC., HTS CRM, OBR oi ois secscidiesiniescsctceees 89,592,738.68 
Difference i CUGWOGGD sin sinesiiscictieindcdas. Sok: 307,157.53 
Fl. 128,008,705.42 
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B. Tu. W. VAN HASsseLt, General Managing Director. 


J. H. Loupon : : 
H. Bioemcarten { Managing Directors. 
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THE BUSINESS WORLD 





The Extra Budgetary Funds 


WO recent developments have drawn public 
attention afresh to the always intriguing question 
of the so-called “ extra budgetary ” funds—those sources 
of Government finance that acquired such notoriety 
during the Daltonian cheap money drive of 1946. 
According to classical principles, British public finance 
should as far as possible be brought to focus in the annual 
budget, and all receipts and payments should be dis- 
played for public scrutiny in the budget accounts ; the 
budget was the occasion for the Government, through 
the Chancellor of the Exchequer, to give an account of 
its stewardship in the use and management of all public 
funds for which it was responsible. The City and a 
wider public are now realising how far modern practice 
has departed from these salutary principles, in conse- 
quence of the huge growth of funds for which the central 
government is responsible but for which it does not have 
to account through (or even on the occasion of) the 
budget. 


The first reminder is to be found in the initial accounts 
of the National Insurance Funds ; and the second in the 
ease with which “ the departments ”—that is, the various 
official custodians of the extra budgetary funds—sub- 
scribed for up to two-thirds of the recent {£150 million 
loan of the British Electricity Authority. The existence 
of large funds of this kind raises questions of high 
principle, especially of constitutional practice and 
monetary policy. But, in terms of workaday practice, it 
is in the gilt-edged market that their effects and implica- 
tions are most apparent. Indeed, no one can attempt to 
measure the forces that play upon the gilt-edged market 
without some knowledge of the extent and structure of 
the funds and the principles on which their influence 
may be brought to bear. This is especially true of market 
conditions at the moment. 


* 


Though knowledge of these funds is important, the 
authorities have always made it as difficult as possible 
for even expert observers to get the facts. Most, but not 
all, of the relevant accounts are published, but only after 
a long interval and some cover periods different from the 
national financial year. No comprehensive statement is 
published to show the resources and disposition of the 
funds as a whole. Such piecemeal treatment generally 
ensures that each individual account attracts the 
minimum of publicity—a circumstance well suited to the 
authorities, who are well aware that only by a major effort 
of research can the outside observer assemble the scat- 
tered data and make even a minor penetration of the veil 
of official obscurantism. Most people beyond the few 
who follow such matters closely learnt with astonishment 
that the National Insurance Funds were administering 
capital assets exceeding {£1,000 million ; and those who 
thereupon probed this striking fact were more surprised 
still to learn that these funds are not only “ extra 


budgetary ” but are virtually an extra budget in them. 
selves. They have an annual income of some £600 
million, equivalent to roughly three-quarters of the whols 
budget of the central government before the war, anj 
of this income more than two-thirds, comprising 
insurance contributions from employers and employees, 
is in form indistinguishable from national taxation. ia 
the calendar year 1949, the insurance funds retained 
net surplus of {£157 million, so that their capita! 
resources must now be approaching £1,200 million, 

Vast though the insurance funds are, they hold only a 
moderate proportion of the assets of the departmental 
funds as a whole. In response to an annual question in 
Parliament, the Chancellor has for some years past dis- 
closed the total of public debt held by Government 
departments as at the preceding March 31st. Except 
that it takes no account of holdings of government- 
guaranteed stocks, as distinct from direct obligations of 
the British Government, this total must comprise 
virtually the whole of the funds of the departments 
concerned. The latest figure, relating to March 31, 1949, 
and disclosed last November, was {£3,753 million, of 
which £406 million comprised floating debt. Scrutiny 
of the separately published accounts of investments held 
by the National Debt Commissioners on behalf of the 
trustee savings banks (at end-November, 1948), the Post 
Office savings bank (at end-December, 1948) and the 
National Insurance Funds (March 31, 1949) showed that 
these three entities accounted for all but £400 million 
of the total £3,753 million of departmental holdings of 
direct Government debt and for nearly all their holdings 
of non-floating debt. They also held £304 million of 
guaranteed securities, bringing the grand total of dis- 
closed departmental holdings up to nearly £4,060 
million. 


* 


Even this very large figure does not measure the full 
extent of the extra budgetary resources that have 
significance for the gilt-edged market. The bald informa- 
tion given in the Parliamentary answer takes no account 
of funds held by the Government in a fiduciary capacity 
—such as, for example, holdings for account of the 
Public Trustee, the Treasury Solicitor, the Charity and 
Ecclesiastical Commissioners and, of course, the various 
currency boards—although the investment policy of cet- 
tain of these bodies might be to some extent responsible 
to official views. More important still, it excludes both the 
Issue Department of the Bank of England and the 
Exchange Equalisation Account, even though the dis- 
position of these assets is wholly at the discretion of the 
Treasury. There is no longer any means of ascertaining 
whether the Exchange Account now holds any sterling 
assets ; the prewar limit of £575 million upon its borrow: 
ing powers was withdrawn at the outbreak of war, and i 
has not been disclosed to what larger figure they have been 
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exercised—the current worth of the gold and exchange 
holdings alone is £710 million. No accounts whatever 
are published to throw any light on this question. The 
Issue Department of the Bank of England, however, 
holds nearly £1,290 million of Government securities, 
excluding the {£11 million of permanent debt. This 
means that the extra-budgetary resources definitely 
known to be at the disposal of the central government 
amounted, at March 31, 1949, to about £5,350 million ; 
and this “ known” aggregate, which is the minimum 
extent of the funds, has probably since increased by some 
{£100 million. A roughly comparable figure for March, 
1939, would be just over £800 million—excluding the 
sterling assets of the Exchange Account. 


Many people are under the impression that these vast 
funds necessarily give the Government great power to 
dominate the financial scene and even that they provide 
a reservoir that might be tapped to aid the central budget. 
The first of these impressions is only partially true ; 
the second is wholly false. The accumulated resources 
represent money that has been entrusted by the public 
to the Government in divers capacities, but this money, 
instead of being kept in the form of idle cash, has all 
been fully employed in one of two distinct ways. First, 
it may have been used to meet the current deficit of 
the central government, and lent by the department 
concerned to the Treasury against “internal ” issues of 
floating debt or against sales of special internal securities 
such as terminable annuities ; or, secondly, they may 
have been employed by the Government in re-purchasing 
its own longer-term debt from the public. It follows, 
therefore, that before the capital resources of these funds 
can be used to support the gilt-edged market by taking in 
longer-term securities, the departments must first get 
command of cash in exchange for the “ internal” 
Government debt they hold. If they are to do this, 
the Treasury must first increase its own borrowings from 
the banking system (by increasing its weekly offerings at 
the Treasury bill tender or by placing additional Treasury 
deposit receipts with the banks) and then transfer this 
cash to the departmental funds concerned in repayment 
of its “internal” borrowings from them against tap 
Treasury bills or ways and means advances. 


* 


Thus, at any given moment, the departmental funds 
cannot be brought to bear for net new purchases of 
securities from the market without a corresponding 
expansion of credit, necessitated by the Treasury’s 
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additional borrowings from the banks. As the early 
postwar experience has shown, a Chancellor who is pre- 
pared not only to disregard the investment conventions 
that are supposed to govern the employment of some 
of the funds but also to embark recklessly upon credit 
expansion, can produce a very large distortion of the 
gilt-edged market. But a government that is aware of 
the dangers of credit expansion in conditions such as 
those ruling today dare not, except in the short run, 
finance by this means any large net intake of securities 
from the market. 


This means that if the authorities are determined to 
follow a prudent monetary policy, their power to use the 
departmental funds for net new purchases is conditioned, 
not by their vast capital resources, but by the extent of 
their net current income available for investment. 
This is a much smaller sum, and is mainly represented 
by the net surplus now accruing to the National Insurance 
Funds at the rate of about £160 million a year. More- 
over, as an article in the June issue of The Banker points 
out, it is likely that in this current fiscal year the whole 
of this sum will be bespoken for current outgoings of the 
central government. If net encashments of small savings 
and net repayments of tax reserve certificates continue 
at the same rate as in 1949/50, they will together absorb 
rather more than {100 million. And if Britain’s external 
balance of payments produces the surplus of £50 million 
assumed in the Economic Survey, the central government 
would have to find an approximately equivalent sum to 
finance net purchases of gold and/or to repay overseas 
sterling balances at present lent to it against floating 
debt. Hence, even if the “ overall ” budget of the central 
government shows no deficit, it will still have to find a 
sum roughly corresponding to the net inflow from the 
insurance funds. 


If these calculations are broadly correct, the recent 
intake of BEA stock must have confronted the authorities 
with a stringent position that could be corrected only 
by an undesirable credit expansion or by sales of securi- 
ties for cash. The new funding issue was evidently 
designed to provide the cash—but the pace at which the 
authorities have since found themselves required to 
absorb the “unassented”” 1949/51 War Bonds means 
that it will be some time before the full relief to their 
position becomes apparent. In the meantime, they are 
drawing skilfully upon the great scope that the depart- 
mental funds afford them for shaping the gilt-edged 
market by judicious and carefully-timed switching of 
their holdings. 
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Business Notes 


Short Bonds and the Coal Issue 


The very large switching operations that were set 
moving in the short bond market by the Treasury’s announce- 
ment of its cash and conversion issue of 2} per cent Fund- 
ing Loan have continued during the past week, and some 
of them seem likely to go on for some time, despite the fact 
that the conversion offer closed today. By far the biggest 
of these movements has been that in the 1949-51 National 
War Bonds. The discount market, for which the new 
stock is quite unsuited, at once assumed that the 1949-51 
bonds were in much greater danger of being called for early 
redemption. Accordingly, the discount houses and other 
holders who could not countenance conversion have been 
selling their holdings as fast as possible to the authorities— 
but the price has been maintained at the level of ror to 
which it dropped soon after the Treasury’s first announce- 
ment. It is generally believed that the discount market 
has now virtually exhausted its holding of these bonds, and 
that the special buyer has absorbed {100 million or more. 
In consequence, although the authorities have been able to 
sell considerable quantities of somewhat longer bonds— 
notably the 2} per cent Exchequer Stock—the {100 million 
of cash secured by the outright offer of the new tranche of 
funding loan (cash lists for which closed on Friday of last 
week) has not been immediately available for redemption of 
“active” floating debt held by the banks and the money 
market. Thus the reduction in debt disclosed by last Satur- 
day’s revenue return occurred almost entirely in that portion 
of the floating debt held internally by the “ departments.” 


Meanwhile, although the cash issue of Funding Loan 
was fully subscribed—applications for amounts beyond 
{1,000,000 were scaled down by 14 per cent—the new scrip 
has not been able to retain its opening premium. In view 
of the fall that had occurred in the price of 1949-51 bonds, 
however, the discount on the new stock was for a time suffi- 
ciently narrow to allow the more nimble of the would-be pur- 
chasers to gain a minute advantage by buying the 1949-51 
bonds in order to convert. Since then the discount on the 
new stock has widened to } middle. Another major cross- 
current that has been started in the market has been the 
selling of the 1951-53 bonds, on the still rather questionable 
argument, reported here last week, that they are likely to 
be redeemed next year. Opinion is still sufficiently divided 
for the sellers to find buyers without further sacrifice ; the 
price has, in fact, regained 1's of last week’s loss, at ror!s. 
The same general line of reasoning has led to some revival 
of discussion of the possibility that 34 per cent War Loan 
(1952 or after) might after all be regarded as a “ short.” 
Since the Treasury’s announcement of the Funding issue, 
purchases by a few bold spirits have raised the price from 
g2i%. to 933. But this still leaves the redemption yield, on 
the hypothesis of redemption in 1952, at £6 6s. 10d. per 
cent. That in itself is surely a sufficient commentary upon 
the prevailing view of these chances. 


* 


None of these factors in the short bond market had any 
relevance to the choice of terms for the first issue of “ Coal 
Stock.” On the assumption that this was to be a 35 per cent 
issue, on the pattern of the recent electricity loan, the terms 
almost wrote themselves. The stock could hardly be as long 
as 1980-82, as some had suggested, for the British Electric 
Stock, dated 1976-79, stood at 1} premium on the eve of the 
announcement, to yield only a penny less than its coupon 
rate. The authorities, bound by the stipulations of the Coal 
Industry Act to issue stock strictly on the prevailing market 
basis, have therefore been punctilious in stretching the dates 
by a mere year. The stock, issued on June 15th, takes the 
form of 34 per cent Treasury Stock, 1977-80; unlike the 


other nationalisation issues, it is a direct charge as 
and interest on the Consolidated Fund. The amount of ths 
stock allotted, under the arrangements for expediting the 
ponderous compensation provisions in the Coal Act, was no: 
disclosed in the formal announcement, but jt wil! represent 
no more than a modest proportion—perhaps {20 milliog— 
of the £164 million that must eventually be found, 


* * * 


tO principal 


The Ninepence Stays 


From one point of view, the Government’s decision t9 
double the tax on petrol and other light hydro carbon oil; 
has merit. Indeed, the merit can be said to have grown 
since petrol was derationed, When the Chancellor outlined 
the proposal in his Budget speech, it could hardly be 
described as an attempt to let prices do the work of rationing. 
for all that the Government then proposed was to doubi: 
the private motorist’s basic ration in nine of the twelve 
ensuing months. The removal of rationing profoundly 
affects the argument about doubling the tax, though it jj 
important to remember that the two events were not directly 
associated. It is also necessary to keep in mind that rationing 
by the purse means rationing by cost; therefore, it js 
important to examine on whom the extra costs will fall. 


Viewed from this aspect, several reservations suggest them- 
selves. Rationing by the purse is, broadly speaking, desir- 
able, because it gives the consumer the choice of laying out 
his income as he thinks best, and not according to the 
number of coupons that somebody else thinks best. But 
if, as a consequence, the costs of public transport, road 
haulage, and many industrial raw materials are also increased, 
it is desirable to ensure that the advantages of the first step 
are not outweighed by its consequential disadvantages. 
Unfortunately, the Government have not been too successful 
in rebutting the criticisms of the Opposition on this point. 
Mr Gaitskell on Wednesday appealed for a sense of propor- 
tion on the question of increased costs. But he himself 
cited some examples of increased costs (2d. to 2.9d. per 
vehicle mile for public service vehicles, for example) that 
could hardly be called negligible. And no addition, however 
small, to the high level of British costs is to be treated as if 
it were merely a matter of secondary importance. 


A further point remains on the Budget implications of the 
tax. The net effect of derationing petrol will be to increase 
the revenue by £234 million. But this extra sum will not 
be used—as it might have been used with advantage—to 
fortify the surplus ; indeed, it has already been earmarked 
—{7,000,000 for more national assistance _ benefits, 
£3,500,000 to relieve agriculture of the petrol duty, and 
£9,500,000 for relief from double taxation. So the origina 
purpose of the increased petrol tax—to raise the wind 10 
finance income tax concessions, has been broadened to ralst 
more wind for other purposes. All this the private motorist 
will no doubt be able to “ afford,” even if he may dip ilo 
savings to find the money—in which case, resort to the pri 
mechanism in the case of petrol will paradoxically increas 
the ‘inflationary pressure. But the potential effects on indus- 
trial costs are the important matter that has to be resolved 
The Chancellor declares that, “on the whole,” these wil 
be “infinitesimally small.” Perhaps on this occasion 55 
judgment will be better than it was at the time of devaluation. 


* * * 


Belgium and EPU 


An eventful and somewhat acrimonious week has ‘ 
spent by the experts who have been working in Paris on Cs 
European Payments Union plan in preparation for the a 
terial Council meeting due to be held this weekend. Ths 
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basis of discussion has been the American counter proposal 
which was intended to provide a midway house between the 
original Belgian Ansiaux scheme and the subsequent 
proposals made by the United Kingdom delegation. This 
American scheme provides for a considerably wider extension 
of credit facilities than was promised under the Ansiaux plan. 
On the other hand, it steps up the scale of gold payments 
indicated in the British memorandum. The compromise has 
apparently proved acceptab‘e to Britain but not to Belgium ; 
indeed, at the time of going to press despatches from Brussels 
suggest that rather than accept this American formula 
Belgium would prefer to stay out of the proposed European 
Payments Union. 


Under the American plan Belgium would have been called 
upon to extend credits of 10,000 million Belgian francs in 
financing its surpluses with other western European 
countries. This proposal, at a time when Belgium is 
beginning to struggle against relatively high costs and 
prices and is, therefore, still pursuing a policy of severe 
deflation at home, has not unnaturally proved unacceptable 
to the highly orthodox authorities who now direct Belgian 
monetary policy. Belgium, moreover, is cast in the EPU 
proposals for the role of a “ structural creditor.” Belgian 
authorities, therefore, see no advantage in extending this sub- 
stantial additional amount of external credit if at the end of 
it they are merely to be boycotted and discriminated against as 
a “ structural creditor ” and without receiving the conditional 
grants which, under the present scheme, they can claim 
against their intra~-European surpluses. 


The Belgian threat to keep outside EPU may be merely 
a tactical move in preparation for the Ministerial Council 
meeting of OEEC. The next few days will show. If it is more 
than this and if in fact EPU must be launched without 
Belgian membership, a great question-mark arises about its 
effect on Benelux ; there can be no possibility of one segment 
of this Siamese twin being inside EPU and the other outside. 


* * x 


The Australian Pound Again 


When the Australian cabinet started its series of 
economic discussions last week-end, political reporters were 
equally divided on whether it wou'd or would not decide to 
lift the sterling value of the Australian pound (now at 16s.) to 
or towards parity. This division of opinion was not surprising 
for, when the meetings broke up, it was apparent that the 
cabinet itself was also divided on the question. Most of the 
Liberal members argued that the inflation of the internal 
value of export earnings (which the present exchange rate 
creates) was driving up Australian prices and costs, was 
encouraging the growth of “ bubble ” domestic industries, 
and was so warping the pattern of the economy that re- 
adjustment was going to be very painful when export prices 
fell. The Country Party members of the cabinet (led by Mr 
Fadden, the Federal Treasurer) agreed that readjustment 
would indeed be painful, but they were not prepared to 
countenance an appreciation of the pound that would oblige 
farmers and other voters to face it sooner than need be. 


_ The debate, in short, is back where it was both a year and 
six months ago. Last summer, it will be remembered, the 
Chifley Government was believed to have shied off revalua- 
tion at the last moment because of a fall in Australia’s export 
price index and of the imminence of the Australian general 
clection. The same two factors dictated its decision to devalue 
the Australian pound to the same extent as sterling in 
September. After September the prices of Australia’s staple 
primary exports rose so abruptly that it was widely believed 
that the Australian pound would be revalued once Decem- 
ber’s election was over ; the election, however, saw Mr 
Fadden hoisted to the Treasury and it was he who then put 
forward the specious argument that the whole question could 
Not possibly be considered “ until the export season ended in 
June.” Now that June has come (and although the export 
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price index—and the pressure of inflation—is higher than 
ever) Mr Fadden has apparently found new reasons for 
delay ; it may be noted, incidentally, that he has gathered 
behind him a rather weightier body of support from 
Australian economists than he seemed to possess in 
December. The case for and against revaluation may be 
fairly evenly balanced—a change in exchange rates is never 
a panacea for economic ills. But the Australian authorities 
would be well advised to take some definite action soon to 
prevent this rumour from cropping up at six-monthly 
intervals ; during the past few weeks exporters, importers, 
investors and all others connected with the Australian scene 
have again been tying their affairs into incredible knots in 
their attempts to anticipate something that may never happen. 


* * + 


Russia to the Rescue 


The Board of Trade Mission has left Moscow with a 
contract in its pocket for “ substantial ” quantities of timber 
and pit wood. No details of quantities or prices have yet 
been disclosed, but it is suggested that the contract may be 
for more than 150,000 standards in the coming season, 
compared with 100,000 standards shipped last year. Payment 
will be in sterling, and will be freely usable by the Russians 
for sterling purchases, except for certain items barred for 
strategic reasons. 


The new contract will bring some useful relief to the 
acute shortage of softwood in Britain. The shortage 
does not arise from a world shortage, though demand 
arising from the construction boom in the United States 
is high. So far as this country is concerned, the inadequacies 
of the buying policy of the Timber Control are having 
more immediate effects. Last year, when Germany was 
still a net exporter of softwood, Britain found that tactical 
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delays in making purchases made it possible to secure lower 
prices. The same tactic seems to have been tried this ) 
but with less happy results. So far, the Timber Control has 
some 225,000 standards under contract from Finland, and has 
purchased only 27,000 standards from Sweden. Last Novem- 
ber Sweden offered some 250,000 standards at a price some- 
what higher than in the spring. This offer was not accepted 
and now Sweden has only 70,000 standards left and is quite 
willing to keep them to replenish its own rather low stocks. 
Small quantities can probably be secured from Jugoslavia, 
Poland, Czechoslovakia, Norway and Italy, though these 
countries together cannot satisfy the bulk of Britain’s 
requirements. 


Last year these amounted to 1,150,000 standards, of which 
some 63,000 standards were home produced. Stocks at the 
end of February, the latest published figure, amounted to 
338,000 standards and they are believed to have fallen below 
200,000 standards last month—enough for two months’ 
consumption. There is a small emergency reserve of 
38,000 standards, from which 1,000 standards had been 
drawn by the middle of May. A normal prewar stock was 
well over three times and probably nearer four times the 
present level. Even at the end of 1947 Britain had some 
607,000 standards in stock. The building trade is at present 
working on a subsistence basis, and dependent not on timber 
imports but on the very arrival of timber cargoes. When the 
argument turns on the merits of Government purchase and 
private trading, let it be remembered that the responsible 
authorities have permitted stocks of softwood to fall below 
250,000 standards, a figure which the Minister of Works 
has within the past month described as “an absolute 
minimum.” An extra 50,000 standards from Russia will be 
a useful contribution, but it will not mean sudden plenty. 


* « * 


Shakeout in Rubber 


A week ago, it seemed hardly possible that the rubber 
market could boil over so quickly and with such a drastic 
shakeout in prices. But these things have happened and no 
one could say that the health of the rubber market is the 
worse for it. On Friday last week, rubber closed at 2s. 33d. 
buyers and 2s. 4d. sellers. On Monday last, the price 
fell 3d. a lb. and on Tuesday there was a period when it 
was below 1s. rod. By the middle of the week, conditions 
had become steadier, and the market closed on Wednesday 
at 1s. 113d. buyers—a fall of 4d. compared with the previous 
week’s close. 


These excitements followed the course of the Singapore 
market very closely. There, it was observed, speculators 
were anxious to cut down their commitments after the 
American State Department’s criticisms of “wide and 
speculative swings” in the price of natural rubber. The 
implications of this comment, and its bearing on synthetic 
rubber policy in the United States, are examined in the 
American section of this issue. There is, inevitably, a certain 
amount of argument in rubber circles in London on whether 
official American statements were justified. The very 
behaviour of the market has shown the dangers of an un- 
wieldy speculative position in Singapore, but there has been 
no weakness in London. American buying policy, it 1s 
asserted, has played its part in accentuating the rise, and 
there is the usual criticism of American efforts to talk down 
the price of natural rubber. 


The fact remains that natural rubber was too high, and 
that the plantation industry knew that it was too high. The 
industry will have no cause for complaint if rubber remains 
somewhat below, rather than above, two shillings for a 
period. At that price it is making a comfortable living, 
and it is not running such a manifest risk of provoking the 
American consumer to produce and use more synthetic 
rubber as was the case when rubber touched 2s. §d. in a 
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spasm of feverish buying a fortnight ago. Th 
industry needs prosperity, not a eae > it ss renin 
promise of the former since it has discarded the latter, 


* x w 


Gold Standard for France ? 


The French monetary authorities are clear 
self-confidence. This is as it should be at this ¢ 
year when the tourist season is beginning in earnest d 
bringing with it its flood of foreign currencies. One trad 
tional sign of confidence came at the end of last iat 
with the decision of the General Council of the Bank a 
France to reduce the Bank Rate from 3 to 2! per pe 
This move was soon followed by a somewhat startling state. 
ment by the Governor of the Bank of France that the franc 
would soon be stabilised in terms of gold and furthermore 
that it would thereafter become freely convertible into qi 
currencies including the dollar. This statement of intention 
must stretch credulity rather far. There is, of course, yery 
good reason why France should in the near future notify an 
official parity for the franc to the International Monetary 
Fund and thus fall into line with almost every other member 
of that organisation. No par value has been agreed with the 
Fund since January, 1948, and it is time that this anomaly 
should be corrected. If the new European Payments Uniog, 
which is due to begin operations on the 1st July, is to work in 
conjunction with the IMF, allowing member countries to draw 
on their IMF facilities in order to help the intra-European 
compensation, it will behove all participating countries to 
notify official parities for their currencies with the IMF 
because it is only on that condition they can have access to 
the facilities of that institution. 


It is, however, a far cry from this to the suggestion that 
the franc is again to become freely convertible. There can 
be no denying the improvement which has taken place in 
the French economic situation, including the balance of 
payments. The French gold reserves, however, are still quite 
inadequate to provide the necessary margin of safety for 
such a move. The gold in the Bank of France is down to 
the equivalent of D523 million as compared with the 1939 
average of D2,700 million. A more cautious view seems to 
be taken by no less a personage than the French Finance 
Minister, who, following the pronouncement of the Governor 
of the Bank of France, stated this week that all question 
of legal stabilisation of the franc must be regarded as “ pre- 
mature.” In this matter the opinion of the Minister oi 
Finance may be regarded as paramount. 


ly gaining 
ime of the 


* * * 


Australia Taxes Rayon Cloth 


_ Australia has raised the tariff on imports of wove 
piecegoods containing more than 50 per cent rayon from 154. 
a square yard to 1s. 6d. Grey cloth and fabrics for one of 
two special uses are exempted. The move is plainly intended 
to protect the new rayon weaving and finishing industries 
in Australia. Some increase in the tariff had been regarded 
as possible ever since the Australian weavers instigated ! 
Tariff Board Inquiry some eighteen months back, but fev 
can have expected an increase of this order. 


Australian rayon weavers can supply about 25 per cent 0! 
the local demand for rayon cloth, and there are plans 10 
raise this proportion to 40 per cent. Both Courtaulds and 
British Celanese are putting up plants in Australia which 
should in a year or two be capable of supplying enough yarn 
to satisfy the increase in weaving capacity. There is no (at 
on rayon yarn imported into Australia. The four firms who 
gave evidence to the Tariff Inquiry Board in suppor! 
protection from foreign imports produce about 6.000,00 
square yards of cloth a year. This cloth costs 15. 6d. t0 7 
a yard more (in Australian currency) than imported Britis 


cloth. The four firms have American backing and have 
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. record-keeping costs. Accurate figure facts reveal 

new profit opportunities. Business competes more 

ageressively. Government offices operate more 
economically. 

Because Burroughs alone makes machines for | leg 

every kind of figuring, accounting and statistical | We] 

e work, Burroughs can best provide the systems which cl 

Cam, You, multiply LETTERS 7 match your needs—and Burroughs can reach you i. 

quickest for counsel and mechanical service. Why oa 

not write or phone the nearest Burroughs office ' 

today? fi ; 


@ Suppose you had to multiply or divide Roman 


' . . ‘ : 
numerals! Imagine trying to do your arithmetic —_BuRRovens AppiInc MACHINE Lrp 
¢ J x 4 4 + 9 


. et fe Sa sr : 
without ciphers! No wond r business and trade avon HOUSE, 356-366 OXFORD STREET, LONDON, W.1 ee 
» » > « « > “are > ? e a si 
speede d up when the alphabe t system went out FACTORIES: NOTTINGHAM (EST. 1898), STRATHLEVEN (SCOTLAND) te, 
and our present numerals came in. New tools that a 
found ready hands! ‘ i . Hf 
Oe : . Wherever there’s business there’s bn 
(vain today . . . there’s another big speed-up | 


Faster figuring is slashing routine calculating and 


. : : + 
with the world-wide use of business machines! Burroughs 


ADDING - CALCULATING - ACCOUNTING - STATISTICAL MACHINES 











HOW DO YOU 
MEASURE “SERVICE” ? 

















“SERVICE ” is a word that is used very the right price. Service means taking as much 
freely these days — often, it must be ad- interest in a customer’s requirements after 
miited, by people who seem to have very making a sale as when he or she is being per- 
little understanding of what it really means. suaded to buy. Service in the Hoover sense of 

At Hoover Limited we measure Service — the word means providing customers with ex- 
our own or anyone else’s — by the extra care pert technical assistance in their own homes, 
and effort that is given to the customer's offices, factories or anywhere else Hoover 
interest over and above what is necessary from a products are used. 
purely commercial viewpoint, Service is attention Inshort, Serviceisto Hoover much more than 
to a customer’s needs at the right time and at a word. It is the cornerstone of Hoover policy. 


HOOVER LIMITED 


Factories at 







PERIVALE GREENFORD MIDDLESEX s CAMBUSLANG SCOTLAND 
MERTHYR TYDFIL SOUTH WALES bs HIGH WYCOMBE BUCKS 
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It’s an old-fashioned 
Sn SS Pig sge ences 0 aa 


lost a lot of its old meaning — but the Brady service is still 
exceptional, and as famous as the Brady Shutter. The roller 
shutter « not a new invention but, in the Brady roller 
Shutter, there is alot that isnew — new patents, new materials, 
new finishes — which have greatly extended their usefulness, 
In tactories. offices, hotels houses, on commercial vehicles 
and aeroplanes we can show how a Brady Shutter helps the 


job aloag, as efticiently as Brady hand and power operated lifts. 











BRADY 
SHUTTERS 


ROLLING DOORS 
LIFTS AND HOISTS 


G. BRADY & CO., LTD., ANCOATS, MANCHESTER, 4 
Tel.: COLivyhurs’ 2797-8 


LONDON BIRMINGHAM: 
New Islington Works Rectory Park Road, 
Park Royal, N.W.10 Sheldon 6 


and at Montreal, Canada 





A Sensible Policy for Process Steam—12 


Water film 
against process output 


BY SPIRAX 


The condensing surfaces of process steam plant are coated with a 
film of water. The film is highly resistant to the flow of heat 
from the steam. It interferes seriously with heating and output 
performance. 


The film is a result of two happenings; one good, one bad, 


The steam, giving up its heat, condenses on the surfaces. 
Its condensate is then discharged quickly, as it has served its 
immediate good purpose. A film of it remains. 


But the moisture brought in with the steam has no such contri- 
bution to make; it is a stowaway. It merely adds to the resistant 
film. 


Yet to minimise the insulating effect and so accelerate the rate 
of heat transfer, the thickness of the film must in some way be 
reduced, 


To do this effectively, it is of the greatest importance (a) to dry 
the incoming steam by the use of a small separator before the steam 
inlet and (6) to insist upon the steam trapping installation being 
correctly designed for the particular conditions, 


Heating and output performance respond immediately when 
those measures are properly applied. 


Correspondence to: Spirax Manufacturing Co. Ltd. 
(Economist Enquiries), Cheltenham, Glos. 


NOTES ALREADY APPEARED: Ja». 14, “A sensible policy for process steam”: 
Jan. 28, * Who controls your steam stores?" ; Feb. 11,“ Do you get full value from your 
steam?” ; Feb. 25, “ What steam costing will tell you”; March 11, “ Meter your steam 
to get the facte"’; March 25, “ Why have a boilerhouse?”; April 8, “ Four pillars 
of process steam wisdom”; April 22, “ Process heat transfer decides plant earnings ”’ ; 
May 6, “ Resistant films r. process economy"; Mey 20, “The air film handicap on 
output; June 3, “ Removing the air film handicap.” STILL TO APPEAR: July i 
“ Individual steam separation” ; July 15, “ How are your steam traps chosen ?”’ ; July 29, 
“ Better steam trapping, better output economy”; Ang. 12, “ The steam circulation 
system”; Aug. 26, “Steam pressures under control”; Sept. 9, “ Thermostatic control 


for the automatic pump”; Nor. 18, “ Heat transfer summing up ” ; be. ee 
you know about process steam”; Dee. 16, “Two instructional courses 
executives”; Dec. 30,“ For advice on process steam prob ems.” 
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“Life’s too short-” 
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**Life’s too short to spend in Worrying 
where worries shouldn’t exist. Out of ofc 
hours I can now forget the business com- 
pletely. I trust my Staff and I try to lighten 
their responsibilities too as much as [ cay 
Take money, or business records, for instance 
— I leave their safe-keeping to Chatwood: 
after all, they’re experts at that sort of thing 


The Chatwood Safe and Filing Cabinets in 
The Chatwood Fireproof Safe 5 nets in 


Cabinet is available in4 sizes my Office are secure against fire, thief, and 
with many types of internal - : 
fittings to choose from. fall. That’s one big worry taken care of !” 


FOR YOUR OWN PEACE OF MIND CONSULT 


CHATWOOD 


For protection against fire and thief 


THE CHATWOOD SAFE & ENGINEERING COMPANY LTD. SHREWSBURY 


Gay slippers afoot, firm bases for great 
machines —felt's here, there and eve 


where to-day, and there's a Bury ret 

to suit every common and uncommon 
purpose. Brilliantly attractive or soberly 
utilitarian, Bury Felt in al! its ranges and 
types is the felt name to keep firmly" mind, 
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bought and are buying expensive modern equipment from 
the Unted States. Plant accounts for a heavy capital charge 
per yard of rayon cloth produced. Some rayon weavers in 
this country, working old Lancashire looms which have been 
written off long ago, suspect that the Australian weavers’ 
efficient but expensive machinery may even put them at a 
competitive disadvantage. Tariff protection on this scale 


British PRODUCTION AND Exports oF Rayon CLoTHt 








| Exports 
Home gee ee 
Production} 3 
| Total To Australia 
re ages Ua. Sq. yds. | mn. sq. yds. | mn. | mi. sq. yds.j {mn. 
| . 
WOE? vcodice «eens sek 357-0 96-8 18-0 27-8 5-6 
SOUS co i ca oda cee eee | 453-0 137-1 24-7 49-0 9-6 
9068 « .naselievhecteneeee | 529-1 160-8 27-6 42-8 7-6 


1950 (four months) ....... | 145-1* 56-0 9-1 12-5 2-2 


| 
* 3 months. + Excluding mixtures, 


represents much more than the encouragement of secondary 
industries ; it seems designed to assist firms to write ff 
their high plant costs very rapidly. When the tariff inquiry 
was being held, import duties per yard of rayon cloth were 
13d. for British goods and 4d. for most-favoured-nation 
countries, while the general tariff was 9d. a yard. The 
increase is not as large as the weavers sought, but it certainly 
ought to provide a comfortable degree of shelter for them. 


Higher prices for rayon cloths in Australia will reduce 
total sales and thus enable the local industry to increase its 
proportion of the market more rapidly. The outlook for 
British exporters of rayon cloth to Australia is bound to be 
seriously affected. The accompanying table shows that one 
quarter of total British exports of rayon cloth has been going 
to Australia. Last year 42} million square yards of rayon 
cloth (excluding mixture cloths) were shipped to Australia 
with an export value of £7.6 million and an average value of 
3s. 6d. a yard. The Association of British Manufacturers in 
Australia, the local clothing manufacturers and the chambers 
of commerce are combining to protest against the big price 
increase which results from the tariff. 





* * * 


Men’s Clothing Report 


All of the earlier productivity teams sent from this 
country to study indystrial methods in the United States 
have been concerned. with heavy industry and engineering. 
The latest report is concerned with a consumer industry— 
factory-made men’s clothing. The team reports that “ pro- 
ductivity in the clothing industry of America is undoubtedly 
greater than in Britain”—the same unvarying conclusion, 
but this time notwithstanding the team’s discovery that 
“American clothing manufacturing methods are similar to 
British methods.” Why does the British clothing industry 
fail to extract similar advantage from similar technique? 
The differences in productivity are explained by differences in 
approach to marketing. Selling in an American bulk market 
rests on the willingness of the consumer to restrict his range 
of choice in order to obtain a cheaper finished product. 


_ Having made his decision on designs, an American clothing 
_ Manufacturer will put them into production in a wide range 


of materials and models and in a larger number of sizes 
than are normally made in Britain. But he will not accept 
modifications which might interrupt a long production run 
and will refuse orders rather than vary his specifications to 
Suit a retailer’s judgment of what the customer wants. This 
Process does not lead to standardised clothing and stereo- 
typed designs ; variety is maintained both between firms and 
within a single firm. 


If long runs are assured, it becomes possible to break 
down the operations so that the worker can specialise—say, 
by continually performing the same operations on cloth of 
the same weight. Thus he acquires speed and skill, contri- 
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butes a high standard of work and earns at a high rate. This 
willingness of American labour to work hard and fast has 
been observed by every returning productivity team. This 
particular report is disturbing because it deals frankly with 
differences of industrial output and behaviour that do not 
stem from different economic conditions in the two countries 
and cannot be brushed aside with the assertion that the 
British clothing industry would be just as good as the 
American if it were free from Government regulation and 
unhampered by the utility scheme. The team has returned 
convinced that the American manufacturer 1s producing 
a better quality garment. He shrinks his cloth before 
it is cut, refusing to leave this task to the weaver; as a 
result, no distortion of shape takes place during manu- 
facture. Throughout all stages of production, the garment 
gets more pressing and more careful finishing than it does 
in this country and—most surprising of all—far more of 
the pressing and sewing is done by hand than in British 
factories. When American factories are able to put a high 
degree of craftsmanship and hand work into a mass produced 
article, what remains of the comforting assertion that the 
best of British consumers’ goods are superior in quality 
and, therefore, justifiably higher in price ? 


& x * 


Courtauld’s Bumper Profits 


The preliminary statement of Courtaulds for the year 
to March 31, 1950, completely belies the forecast of lower 
profits made a year ago when the spectre of the 
sellers’ market was haunting the directors. In the event, 
after setting aside {2,102,154 against {1,605,005 for 
additional depreciation and charging £250,000 ({659,422) 
for obsolescence, consolidated profit before taxation amounted 
to £5,892,857, compared with {4,328,113 in the previous 
year. After deducting £2.831,830 for taxation (only some 
£35:358 more than in 1948-9 owing to a credit of £955,363 
arising from initial allowances) group net profit of {3,060,257 
is calculated at nearly double the previous year’s figure of 
£1,531,641. Even so the dividend remains at 74 per cent, 
unchanged since 1941. In the previous year’s accounts taxa- 
tion relief of £659,422 derived from initial allowances was 
treated as a provision for obsolescence, but in the latest 
accounts a special reserve has been created to accommodate 
initial allowances. 


In explaining this satisfactory turn of events the preliminary 
statement of the company does not mention the fears 
expressed last year, but attributes the achievement to the 
investment of substantial funds in new plant in the past five 
years. This is now bearing fruit in significant increases in 
production, particularly in rayon staple. Production of staple 
fibre for the whole country increased from a monthly average 
of 7,300,000 Ibs. in the year ended March 31, 1949, to 
11.3 million Ibs. in the twelve months ending March, 1950, 
reaching a record total of 15.21 million lbs. in the final month 
of the year. 


In the absence of export figures for the group, it seems 
likely that devaluation provided the necessary stimulus to 
sales—the latest financial year includes a full six months 
period since devaluation. Total British rayon exports ex- 
panded substantially from the low point reached in October 
last. Exports of single yarn rose from 1,340,000 Ibs. in 
October, 1949, to 2,150,000 Ibs. in March, 1950, while 
exports of piece goods increased from 12} million square 
yards in October to 18 million square yards in March. 


* * x 
Dunlop’s Difficulties 


Two different difficulties beset Dunlop Rubber at 
present. The first is the physical one of producing rubber 
in the hazardous conditions in Malaya. The second is to 
tune the company’s buying policy to the wide fluctua- 
tions in the price of the commodity. In 1949 the 
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21,000 employees of the group in Malaya succeeded in 
producing almost as much rubber as in the record previous 
year, while output of latex was actually the highest ever 
recorded. Their difficult situation is, perhaps, best epito- 
mised by the private fleet of armoured cars patrolling the 
estates. At the annual meeting of the company this week, Sir 
Clive Baillieu rightly praised the production achievement, but 
had to record that the general situation in Malaya had steadily 
deteriorated. 


Sir Clive omitted any reference in his speech to the 
effect of fluctuating rubber prices. Although it is the 
biggest producer of rubber in the Commonwealth, Dunlop 
Rubber is also a substantial buyer of the commodity. The 
group’s trading experience in 1949, when rubber prices were 
fairly steady at substantially lower levels than at present, 
was disappointing. Trading profit was reduced from 
£10,726,303 to {9,404,813 despite a rise of {12 million 
to £141 million in turnover. This reflects a decline in profit 
margins from 3.9 per cent to 2.7 per cent, which Sir Clive 
attributed to a “continued rise in cost values.” At the 
present enhanced prices of rubber and cotton—which is also 
an important raw material both for tyres and textiles made 
by Dunlop—it may be asked how profit margins have been 
faring in the current year. In his review with the 
accounts, Sir Clive indicated that the company’s policy 
was to “keep inventories at the lowest possible level con- 
sistent with efficient production.” In conformity with this 
aim, inventories were actually reduced by over {1,000,000 to 
£28,348,000 in 1949. The group’s use of rubber in manu- 
facture appears to have been running at a high rate in the 
final quarter of 1949—tyre production in that quarter 
absorbed 32,047 tons compared with 106,533 tons for the 
full year. It is, therefore, conceivable that Dunlop would 
have been happier in recent months with a higher level of 
stocks. At least that has been the experience of some Ameri- 
can rubber manufactures that have kept their stocks low. 


The implications of lower profit margins and the counter- 
part of rising costs in the face of growing competition also 
occupied most of the speech of Lord McGowan at the ICI 
meeting last week. He stated that although the group 
managed to expand its turnover by {10 million in 1949, the 
future trend of sales depends on the ability to keep costs 
down “ in face of the increasing burdens which manufacture 
in Britain has to bear.” Although Lord McGowan we!comed 
the double taxation relief to be extended in the Finance Bill 
as helping to ease these burdens, he declared that “ we should 
like to see the Chancellor go all the way and give full relief, 
as we shall still be at a disadvantage as against formidable 
competitors in the world markets, such as the United States, 
who are more realistic in this respect.” 


* * * 


Insurance by the Nationalised Industries 


The decision by the British Electricity Authority to 
insure with the companies and Lloyds underwriters and 
not to operate their own fund (briefly reported last week) 
has been much welcomed by the insurance industry. 
When, early in 1947, it became known that the National 
Coal Board intended to carry its own insurance risks, the 
market was naturally apprehensive that this step would be 
taken as a precedent by other nationalised industries. Repre- 
sentations were made to Sir Stafford Cripps, then President 
of the Board of Trade, who declared in July, 1947, that it 
was no part of the government’s policy that nationalised 
industries should not insure in the ordinary market. The 
railways, which were next taken over, mostly had old- 
established internal insurance funds in being, and these were 
carried on by the Transport Commission. 


As soon as the nationalisation of electricity became effective 
on April 1, 1948, discussions, which have led to the present 
agreement, were initiated by the British Insurance Associa- 
tion, acting on behalf of the majority of British insurance 
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companies and also Lloyds underwriters. 
arrangements made by the old electricity undertakings were 


The insurancs 


continued on an interim basis by the BEA. Thus the pres 
agreement involves no more than the retention by the eg 
ance industry of existing business, but it is, nevertheless of 
major importance. The loss of substantial business has been 
avoided and with it any consequential loss of Prestige 9 
efficiency at home or overseas. Indeed the BEA took 
account the industry’s representations that the loss of : 
substantial block of home premiums might reduce the Ls 
petitive power of the British insurance industry in the fore; 
market. Self insurance by any more of the new national 
boards might easily have given the impression that the insy. 
ance companies and Lloyds underwriters were not givi 
value for money: there is no other logical reason ms 
undertaking sufficiently large to obtain a proper spread of 
risk should not operate its own insurance fund. 


This is probably the largest single block of business eye; 
negotiated by the British insurance industry ; the sum insured 
against fire and the usual allied perils such as lightning anj 
explosion is believed to be in the region of £750 million 
Only one policy will be issued, the risk being shared in agreed 
proportions amongst the companies and Lloyds underwriters, 
Detailed procedure has been worked out which will cover the 
whole country and all insurers ; this sensible arrangemea: 
should save much time and money on both sides. Besides 
fire the agreement covers other risks such as employers’ 
liability at common law, which it is common commercial 
practice to cover by insurance. 


Hard bargaining by an insurer as well placed as the BEA 
has no doubt meant that premium rates have been finely 
drawn, but the insurance industry would almost certainly be 
prepared to underwrite the business at cost rather than lose 
it. The insurances of the gas industry have been continued 
since nationalisation through the usual market channels; 
there is no reason to suppose that they will now be disturbed. 


* x * 


Prices Boom in May 


British wholesale prices continued their upward climb 
in May. The Board of Trade index showed a rise of 1.9 per 
cent—the largest monthly increase since last October. The 
total rise in the combined index since devaluation, taken 
between August and May, is 11 per cent. Of the prices 
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of industrial materials, those of basic materials alone have 
shown a rise of 24 per cent, intermediate products of 10 - 
cent and manufactured articles of 3} per cent. The nad 
of the higher cost of raw materials on the price of - * 
goods is only just beginning to be felt. Import pris” 
April were, on the average, 18 per cent higher than ~ 
devaluation, but for raw materials alone the increase ¥ 
as much as 25 per cent. 
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The domestic consumer may hope to avoid the full con- 
sequence of these higher prices, but some further rise in 
retail prices is to be expected. The latest published figures 
for the interim index of retail prices refer to April when 
the index had risen nearly 2 per cent since devaluation, 
chiefly owing to dearer food and to increased costs of light 
and fuel and some household furnishings. This index, of 
course, by no means reflects the price movements of all 
consumer goods and services. 


Part of the rise in wholesale prices last month was attri- 
butable to higher rail freight charges, which affect some iron 
and steel items, bricks, tiles and fertilisers. But, in the 
main, the higher index reflects the mounting prices of non- 
ferrous metals, wool, rubber and some other (mainly 
imported) raw materials. The price of rubber rose most 
sharply—by about 20 per cent. The monthly average price 
of copper advanced by §3 per cent, of zinc by 11 per cent 
and of pig lead by 10 per cent. The upward surge in 
wool prices also continued ; merino and crossbred prices rose 
by around 11 and 10 per cent respectively. In contrast, 
American cotton was only about 1} per cent dearer—but 
further increases in cotton were announced early in June. 
Between August and May the group of wool items in the 
wholesale price index rose 48 per cent ; the corresponding 
increase in cotton items was 20 per cent. 


Shorter Notes 


The Whitsun holidays were responsible for a fall of 
255,000 tons in the annual rate of steel production in May. 
But production reached an annual rate of 16,597,000 tons, 
some 188,000 tons higher than the rate of production during 
May last year, when there was no holiday. Production of 
pig iron was higher than during April, the annual rate being 
9,646,000 tons compared with 9,492,000 tons. It is lower 
by §4,000 tons than the annual rate of production reached 
during May last year, one of the peak months. 


* 
The value of United Kingdom exports in May is pro- 


visionally estimated at £183 million, of which {12.4 million 
was to Canada and {8,200,000 to the United States. The 
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daily rate of exports was three per cent higher than in March, 
previously the best month. Exports to Canada in May were 
23 per cent higher than in April, the biggest increases being 
in machinery and vehicles. The daily rate of exports to the 
United States was 30 per cent higher in April. Imports 
during May are provisionally valued at £228.8 million, 
compared with {211.4 million in April. 
* 


The Cable and Wireless (Holding) reconstruction scheme 
has been finally sanctioned in the Chancery Division. 
The company is now enabled to proceed with the detailed 
allotment of the stocks to be issued under the scheme. Settle- 
ment of dealings in these stocks since the scheme was 
approved by stockholders is expected to be possible by 
the end of June. This is also the date by which Sir Edward 
Wilshaw hopes that all payments under the scheme will be 
made. 

x 


Burmah Oil Company has been awarded {4,583,870 com- 
pensation as its share of the £10 million ex gratia payment 
to British business concerns whose property suffered war 
damage in Burma. 

x 


The purchase is announced of the entire share capital of 
Higginson and Co., private bankers, by Philip Hill Investment 
Trust. Before the deal, Higginson and Co. were con- 
verted to a limited liability company with a capital of 
£500,000 in £5 shares {1 paid. 


* 


Skyways, Ltd., the largest British aircharter company, has 
gone into voluntary liquidation. Operations are being con- 
tinued, though on a much reduced scale, by a new company, 
Skyways (1950), Ltd. The changes have been made sub- 
sequent to the termination of Skyways’ contract with BOAC 
to fly a scheduled service to the Persian Gulf. This service 
had been the main source of employment for the company’s 
fleet of three four-engined Skymaster aircraft, the only fifty- 
seat aircraft privately owned in this country. The Sky- 
masters have been sold abroad. 





SECURITY, PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 
appear in the Supplement : J. Lyons and Co.; Marks and Spencer; Burmah Oil; John Lewis and Co. 


Prices | Net | os 
Year 1950 \| Price, Price, | Yield, | Yield, 
lon.1 to Seen ee Name of Security June 7, Junel4,' June 14,) Junel4, 
— ‘ 1950 1950 1950 , 1950 

High Low | } (m 


ritis' nd ! 
10127 | 1014§ ||War Bonds 24% Aug. 1, 1949-51!) 101% | 101 
~ —  ||War Bonds 2)% Assented ....| — 100 
102-1014 || War Bonds 24% Mar. 1, 1951-53), 101% 101} 
1024 1003 || War Bonds 24%, Mar. 1, 1952-54), 102% | 102% 
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102 1014 || Funding 24° June 15, 1952-57.|/102 xd) 102 
104% , 102 ||Nat. Def. 3% July 15, 1954-58. 102 jfxd 103 4 xd 
\|War Loan 3° Oct. 15, 1955-59. 1033 | 104 
101 | 964 ||Sav. Bonds 3% Aug. 15, 1955-65) 101 — 
100, | 97% |\Funding 2}% April 15, 1956-61 | 9943 
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%% | 95  |\Funding 3% April 15, 1959-69. || 98 98% 
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Aé | Qi | Brit. EL. 3% Gd. Mar. 15, 1974-77) 94% | 948 18 7 
100% | 99 | Brit.£1.3§%Gd.Nov.15, 1976-79 9943 | 1004 18 91 
90% 86% | Brit. Tpt. 3% Gd. July 1, 1978-88), enn 90-4 xd 0 9 
964 |Brit. Tpt. 3% Gd. Apr. 1, 1968-73 958 | 95 | 117 10 5 ll 
89 85} | Brit. Gas Gd. 3° May 1, 1990-95), 88 12 0 413 9 @ 


i 
Redemption ylelds are worked out on the assumption that all dated stocks will be 
repaid at latest date. Such yields are marked ‘I’. To this rule there is one exception 
(Funding 4 per cent) oft w ich the yield is taken to earliest date and marked ‘e’. 
{n) Net yields are calculated after allowing for tax at 9%. in {. (f) Flat yield. 
Assumed average life 14 years, 
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Prices, Last Two 
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| Turner & Newall, Ord. Stk. £1 ays 84/6xd 


| 27/-| 8c 8 c |Union Castle Ord. Stk £1... || 32/- 32/6 


pees a Other Securities if s. d, 

100} 954 @) | @ | Australia 33% 1965-69. .... 99} 5 u 
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8 6§ | 50 c| 60 c}| Anglo-American ., 10/-. 6% 1410 6 
74; | 6% | 25 6| 5 a|\Anglo-lranian Oil, {1....... 7 mi429 
77/6 | 67/9| 5 a| 10 b|\Assoc. Electrical, Ord. £1...|| 176/ 16/ 318 8 
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39/3 | 32/1} 2ha| 5 06 |Courtaulds, Ord. {1........ . 38/- |318 1 
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32/93} 28/9 8 ¢ 8 ¢| Dorman Long, Ord. {1..... 31/1 30/104; 5 3 8 
63/6 | 59/° | 15 ¢| 15 ; Dunlop Rubber, Ord {i..--} 62/9 | 61/- | 418 4 
44/3 59/10$' 3 @| 7 6) Imp. Chem. Ind., Ord. Stk. {1]} 41/- 41/3 |417 0 
109/44; 95/- | 13$a| 1845 | Imperial Tobacco, £1....... 108/1} | 106/3 |6 0 4 
35/7}, 29/74 10 ¢; 10 c¢)} Lanes. Cotton, Ord. Stk. {1.!| 34 3, 613 6 
44/6 | 38/4} 10 c| 10 c|\Lever & Unilever, Ord. {1..) 41/3 | 40/17) | 418 § 
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COMPANY MEETINGS 


UNION-CASTLE MAIL STEAMSHIP 
COMPANY, LIMITED 


INCREASED TRADING PROFITS 


RISING COST OF OPERATION 


SIR VERNON THOMSON ON THE OUTLOOK 


The annual general meeting of The 
Union-Castle Mail Steamship Company, 
Limited, was held on June 8 at Winchester 
House, Old Broad Street, London, E.C. 


Sir F. Vernon Thomson, Bt., G.B.E., the 
chairman, in the course of his speech, said: 


The report of the directors and the audited 
accounts of the Union-Castle Company for 
the year ended December 31, 1949, now sub- 
mitted set out the position of the company 
clearly. In this postwar phase we are now 
reaping the benefits of our shipbuilding 
programme. 

The trading profits of the group as a whole 
show an increase of about £300,000 compared 
with 1948. This increase is accounted for in 
part by the fact that the 1949 accounts 
include results of a full year’s trading of 
King Line, Limited, whilst the 1948 accounts 
included the profits of that company for one 
month only. Also, there was an increase in 
the profits of other subsidiary companies for 
the year 1949. 


Moreover, the company had the benefit 
throughout the past year of the use of the 
two new Mail vessels, Pretoria Castle and 
Edinburgh Castle, and for almost the whole 
of the year of the Intermediate vessel Dun- 
nottar Castle. On the other hand, it has 
been necessary to provide a full year’s depre- 
ciation on the two costly new ships, which 
accounts for the increased charge for this 
all-important item. 


NET PROFIT MAINTAINED 


It will be observed that, after providing 
for depreciation, taxation and debenture 
interest, the net profit of the company for 
1949, before taking into account balance of 
profits relating to previous years now avail- 
able and earlier taxation provision no longer 
required, is almost exactly the same as that 
for 1948. A further £1,000,000 has been 
transferred to general reserve, which now 
amounts to £3,500,000. 


As stockholders will be aware, the com- 
pany has a superannuation fund and a 
widows’ and orphans’ fund for its salaried 
staff. These funds, which were inaugurated 
in 1912 and 1921 respectively and have been 
strengthened in recent years, do not provide 
for weekly-paid or female staff. It has been 
the company’s practice for many years to 
make “ex gratia” allowances to old em- 
ployees or their dependants not provided for 
by either of these funds, but the board feel 
that the time has now come when these 
arrangements should be placed on a per- 
manent basis. In 1941 the sum of £50,000 
was set aside with this in view, but the time 
was not then opportune for inaugurating a 
scheme of this kind. From the accounts 
before you today it will be observed that the 
directors have allocated £250,000 from the 
company’s profits for 1949 to the staff 
provident account. This combined sum of 
£300,000 will be utilised for the provision 
of pensions or other benefits for those of 
the company’s shore personnel who are not 
already within the scope of the superannua- 
tion or widows’ and orphans’ funds. 


RESERVES EXCEED £10,000,000 


The total reserves of the company, includ- 
ing the credit balance in profit and loss 
account, now exceed £10,000,000. The 
policy of ploughing back into the company a 
substantial part of its earnings makes for 
stability and enables us to provide the high- 
class, costly tonnage essential in our overseas 
services between Britain and South and East 
Africa today. It also strengthens the com- 
pany against the unknown vicissitudes of the 
future. 


The company’s ships are well written 
down, and appear in the balance sheet at a 
moderate figure for tonnage of their standard, 
Current assets exceed current liabilities by 
over £4,000,000 and a glance at the consoli- 
dated balance sheet emphasises still more the 
financial strength of the company and its 
subsidiaries. 


In these circumstances an increased divi- 
dend would seem not unreasonable. The 
temporary limitation of dividends linked with 
restraint in wage increases has, however, 
been urged as a duty in these times of emer- 
gency to combat inflation and assist national 
recovery. Obviously some small additional 
distribution by this company would not of 
itself substantially promote inflation, but if 
important companies ignore dividend limita- 
tion claims for wage increases would follow 
automatically with the corollary of aggra- 
vated inflation, which it is in the national 
interest to avoid, 


Apart from such considerations, a ship is 
a wasting asset. To keep a fleet of our size 
efficient and up to date we should never be 
long without a ship on the stocks. And the 
cost of their replacement being so high (the 
two at present building will. cost over 
£4,000,000), our prospective capital require- 
ments necessary for the efficient operation of 
our services are am important item which 
must never be lost sight of. In all the cir- 
cumstances which have received the most 
careful consideration of the board, the direc- 
tors do not recommend a distribution higher 
than the 8 per cent. which has been paid 
for each of the three preceding years. 


FLEET 


At December 31, 1949, the fleet consisted 
of 26 vessels of 378,317 gross register tons. 
It has been maintained in a highly efficient 
State, as is our custom, and happily was 
operated throughout the year without serious 
accident. 


During 1949 the Pretoria Castle and Edin- 
burgh Castle completed their first year in 
service, and fulfilled our highest expectations 
both as regards efficiency in operation and 
popularity with passengers. 


_ The motorship Bloemfontein Castle, which 
is a fine new passenger and cargo ship of over 
18,000 tons gross register, entered service in 
April this year, and is at present making her 
first voyage out west and home east. There- 
after it is intended that she shall proceed via 
South Africa to Beira, and turn at that port, 
thus reinaugurating the company’s inter- 
mediate service to and from South and Por- 
tuguese East African ports. This vessel, 
which is a one-class ship, the first built for 
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the company, is a most attractiy 
will, we believe, prove ae wih 
sengers who do not require all the amentie 
of first-class mail ship travel, bu; wh a 
to make the voyage in comfort at moj 


fares and with the whole of th See 
and public decks available to _ — 
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It is probable that the time wil 
we shall wish to return the Dee ae 
and Warwick Castle to the imtermedian 
service to Beira and back, but in any a 
the Llanstephan Castle and, to a oe 
degree, the Llandovery Castle, old favourites 
will need to be replaced by faster and _ 
up-to-date tonnage. : 


Accordingly, after protracted negotiar; 
an order was placed last February wat 
Messrs. Harland and Wolff Limited, Belfas 
for the construction of two further interme’ 
diate passenger and cargo vessels, each of 
about 17,300 tons, for the company’s round 
Africa service. The keels of both vessels 
have been laid, and we hope that the first 
vessel will be delivered by September, 195} 
and the second in December, 195]. It is 
proposed to name these ships Rhodesiz 
Castle and Kenya Castle respectively. 


PASSENGER TRAFFIC 


Owing to the reduced number of immi- 
grants to South Africa travelling during 1949 
the number of outward passengers fell appre. 
ciably compared with the record figure for 
1948. Homeward traffic showed a substan- 
tial increase, however, whilst the number of 
coastwise passengers was greater, so .* in 
the aggregate our passenger earnings in 1949 
were slightly better than for 1948. Generally 
speaking the reversion to prewar seasonal 
fluctuation in passenger traffic is becoming 
increasingly marked. 


CARGO TRAFFIC 


It will be recalled that, in order to assist 
the exchange position, the South African 
Government found it necessary, as from July 
1, 1949, to restrict imports, and in conse- 
quence our carryings to South Africa were 
much reduced during the last six months of 


the year, with consequent reductions in 
earnings. 
It was difficult to obtain satisfactory 


cargoes for the company’s vessels engaged in 
the U.S.A./South Africa trade, owing t 
import restrictions. 


PORT CONGESTION 


The reduction in congestion at ports in 
East and Portuguese East Africa, which 
mentioned last year, was unfortunately not 
maintained during the latter half of 1949 and 
the early part of the present year, and in fact 
the position became so bad at the port of 
Beira that the United Kingdom /Continent 
Conference Lines very reluctantly had to m- 
pose a surcharge on outward rates of freight 
to that port. Discussions have taken plact 
between the interested Governments with 2 
view to effecting an improvement in condr 
tions at Beira. 

Congestion has also been experienced a 
East African ports, and the consequential 
delays have added to the costs of providing 
passenger and cargo liner services to and from 
these ports. 


OPERATING COSTS AND DEVALUATION 
OF STERLING 


The unhappy upward trend of operating 
costs, an experience common [to Us all, upon 


which I have commented at each of a 
four annual general meetings of o — 
pany, continued unabated. This t oe 
accelerated by the devaluation of ster 


which —— in its train a series of increases 
in prices of the goods and services 
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port facilities) which shipowners require to 
maintain their vessels at sea and in port. 
The heaviest increase was in fuel oil and 
Diesel oil prices, the main effect of which 
will be felt during 1950. We estimate that 
the cost to the company of the increase in 
oil prices alone will amount to more than 
{650,000 per annum. This, stockholders 
will of course appreciate, is a serious factor. 


Apart from the greatly increased cost of 
building new ships, carrying with it the need 
for increased provisions for depreciation 
already mentioned, our running costs are now 
more than 200 per cent. above the prewar 
level, some items of expenditure costing four 
times as much as before the war. In contrast 
to this I may mention that the average in- 
crease in Our passage rates is less than 75 per 
cent., and in our freight rates less than 100 
per cent., above the prewar level. 


The devaluation of sterling was not with- 
out some benefit, however. One immediate 
effect was to increase by about 40 per cent. 
the sterling price of gold, which is South 
Africa’s principal product. This transformed 
the economic position of the Union, and the 
difficulties in which South Africa was placed 
during the earlier part of the year were 
greatly alleviated, although the drastic 
measures previously taken by the Union 
Government to rectify these were also having 
a salutary effect. 


Already it has been found practicable to 
modify somewhat the restrictions imposed 
upon imports into South Africa, and it may 
be that further modifications will gradually 
become possible. 


OUTLOOK 


I have already referred to the improvement 
in South Africa’s economic position during 
recent months. The other territories of 
Southern and East Africa are continuing to 
develop and, although these are days of diffi- 
cult and constantly changing conditions, I 
think we can look forward to a satisfactory 
demand for the services which it is our 
constant aim efficiently to provide. 


In the course of a short business visit to 
South Africa towards the end of 1949 I again 
had the pleasure of meeting the Prime 
Minister, Dr Malan, and members of his 
Cabinet. I formed a favourable impression 
of the progress which the Union was making 
and generally my great faith in South Africa’s 
future was strengthened. I am also glad to 
say my colleagues Mr C. L. Dalziel and Sir 
William Clark have since been able to visit 
the Union. 


BOARD 


It was with deep regret that we accepted 
the resignation ot Mr A. M. Campbell, 
C.M.G., from his position as chief agent of 
the company in South and East Africa and 
as a member of the Board. Mr Campbell 
had served the Union-Castle company for 
46 years, and his wide knowledge of the 
company’s affairs and its personnel were of 
great value to the company, whilst he was 
held in the highest esteem throughout the 
Union. We are all profoundly sorry that his 
state of health is such that he is no longer 
able to carry on his duties. I am sure those 
of you who knew Mr Campbell will join with 
the directors in hoping for improvement. 












STAFF 








_ You will realise that the satisfactory opera- 
bon of the company throughout another year, 
upon which I have been able to report to 
you today, has» been in no small measure 
cue to the loyal and zealous service rendered 
by its personnel ashore and afloat, and my 
colleagues and I wish once again to express 


on our united behalf appreciation of their 
200d work. ~ 


The report and accounts were adopted. 
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DUNLOP RUBBER COMPANY LIMITED 


LARGER TURNOVER BUT 


The fifty-first ordinary general meeting 
of the Dunlop Rubber Company Limited, 
was held on June 12th in London, W. 


Sir Clive Baillieu, K.B.E., C.M.G., the 
chairman, in the course of his speech, said :— 

When I spoke to you last year I referred 
to the very serious nature of the disturbances 
then occurring in Malaya, and expressed the 
hope that Government policy, designed to rid 
the country of the bandit forces and restore 
peace and security to this supremely important 
area, would bear fruit. 


Despite the devotion and courage of all the 
services engaged against the terrorists, I regret 
to say that the situation to-day in Malaya, 
after showing some improvement in Sep- 
tember and October of last year, has steadily 
deteriorated. ‘‘ Too little and too late,” has 
been the tragic commentary on Common- 
wealth policy and action in Malaya in the 
last two years. 


To-day, far more than yesterday, there is 
a growing recognition what this menace im 
Malaya portends, not only to Malaya itself, 
but to south-east Asia, to the Commonwealth 
and to the security of the world at large. 
There is now welcome evidence that those at 
the centre of power see that this menace is 
directed at the integrity of the Commonwealth 
and that it can only be met by mobilising the 
full and united resources of the Common- 
wealth itself. 


There are on our estates approximately 
21,000 persons who have lived under con- 
ditions of incessant strain during the past 
twelve months. We have taken all possible 
steps within our power to ease their anxieties 
and to ensure their safety; and recently we 
have provided a fleet of armoured cars for 
their protection. 


TYRE DIVISION 


Last year I referred to the fact that in the 
early months of 1949 it had become apparent 
that dealers in the United Kingdom had 
adequate stocks and that as a result there had 
been some reduction in the demand for tyres 
for replacement purposes. The rubber 
consumed in this country for transportation 
purposes fell from 117,043 tons in 1948 to 
106,553 tons in 1949. The significant feature 
however, was the fact that during the last 
quarter of the year no less than 32,047 tons 
were consumed for these purposes. This 
figure of course includes rubber used in tyres 
sold for all purposes. 


Export sales from the various divisions of 
the company during 1949 were a record. 

During the last few days you will have 
heard of the opening of the new Dunlop 
Research Centre at Birmingham. Its com- 
pletion will give the company opportunities 
for extending and co-ordinating the research 
facilities of the group. The application to 
Dunlop products of new synthetic materials, 
as they become available, is kept constantly 
under review by our technicians. 


GENERAL REVIEW 


The continuation of present inflationary 
trends, and of the high and oppressive level 
of taxation, permit no deviation from the 
prudent dividend policy of past years, which 
has been designed to strengthen our financial 
resources, in order to increase our efficiency 
and to provide for the expansion of our 
business and of employment. The dividend 
this year has accordingly been kept at the 
level of recent years. 


During the last five years a sum of {11 
million has been provided for depreciation, 


LOWER GROUP PROFIT 


but as the rates of depreciation allowed by th® 
taxation authorities are today inadequate we, 
in common with industry generally, are 
obliged to pay tax on our greater provision. 
You will see from the directors’ report that 
during the same period taxation has taken 
£16,200,000 after allowing for excess profits 
tax refunds, and out of the remaining taxed 
profits we have put to reserve a total of 
£10,400,000 in order mainly to meet the 
capital requirements of the business, 


If it had not been for the ploughing back 
of these profits, we could not face, as we do, 
with confidence in ourselves and our resources, 
a situation so charged with uncertainties and 
with the menace of the ever-growing claims 
which the State makes upon the product of 
industry. 


Whatever the experts may seek to prove 
by their figures, we know that the volume of 
private savings has diminished, is diminishing, 
and so threatens the very future of employ- 
ment and well-being of this country. 


STATE EXPENDITURE 


Last year I expressed the opinion that the 
vast and menacing increase in State expendi- 
ture constituted the basic inflationary in- 
fluence in our whole economy. I believe this 
statement to be profoundly true. 


When the history of these times comes to 
be written, in an atmosphere removed from 
the controversies and distractions of the day, 
I also believe it will be agreed, that it was 
industry which made the decisive contribution 
to the reconversion of the country from war 
to peace, to the restoration of our manu- 
factures and to the rebuilding of our export 
trade. And this has been achieved in the 
face of many difficulties and of the persistent 
pressure of an inflationary situation. 


We welcome the end of petrol rationing, 
the substantial modifications of the control of 
steel distribution and the measure of relief 
provided from double taxation. These are 
all helpful—if belated—decisions that will 


assist industry and give greater freedom to 
our economy. 


But we must recognise that we are still as 
a nation living beyond our means. Govern- 
ment expenditure still towers to ever higher 
levels. ‘There has been no real relief from 
taxation, no adequate restoration of incentives. 
We are caught in a vicious circle of ever-rising 
State expenditure, of increasing taxation and 
rising costs. There is an added urgency to 
come to grips with these inter-locking 
problems of State expenditure and taxation, 
because of the increasing pressure on in- 
dustrial costs due to rising raw material prices 
and distribution costs. 


Last year I pointed out that the Dunlop 
group earned a net margin of profit after, 
all charges and taxation, of 3.9 per cent. of 


sales. The corresponding figure for 1949 fell 
to 2.7 per cent. 


FACTS MUST BE FACED 


To save ourselves we shall be forced to 
shed many illusions that have beguiled our 
postwar thinking. In the end we must face 
the facts and realities of our situation, how- 


ever unpalatable they may be and to whatever ~ 


extent they conflict with long-cherished beliefs. 


Today, we are gathering the fruits of wise 
leadership in past years. We can face the 
future, firm in the assurance to be derived 
from a soundly based business, strengthened 
by the growing diversity of its manufactures 
and the ever-increasing contribution from our 
overseas interests. 

The report was adopted. 
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GREEN HEARN AND 
COMPANY 


(Manufacturers of “ Lyndale ’’ Coats 
and Suits) 


STEADY AND SOLID EXPANSION 


The twelfth annual ordinary general 
meeting of Green Hearn and Company, 
Limited, was held on June 9th in London, 
Mr Michael Marks (one of the joint managing 
directors) presiding. 

The following is an extract from the state- 
ment by the joint managing director (Mr 
M. Marks) circulated with the report and 
accounts for the year ended December 31, 
1949 : — 

The profit of the company and its sub- 
sidiary, I. Green and Company (Mantles), 
Limited, for 1949, amounted to £85,235, 
the comparative figure for 1948 being £69,674 
in respect of the parent company only. 

After deducting directors’ fees £200 and 
making provision for taxation and reserve 
for future taxation 1950-51, the net balance 
transferred to profit and loss appropriation 
account is £39,169, the comparative figure 
for 1948 being £28,395. 

The reserve for equalisction of dividends 
is mow increased to £13,500, and, being 
already subjected to income tax deduction, 
will be adequate to cever future preference 
dividends many times. In this connection, 
it will be seen also that, of the original 

preference share capital, more than one- 
quarter has been redeemed. 


DIVIDEND AGAIN 32) PER CENT. 


Including the balance brought forward 
from 1948 and after allowing for the pre- 
ference dividend paid and accrued, the 
interim ordinary dividend of 12} per cent. 
and preference share redemption reserve, the 
sum of £45,624 remains to the credit of profit 
and loss account. From this, your directors 
recommend the payment of a final dividend 
of 20 per cent. (actual) less income tax, 
which, with the interim dividend, makes 
324 per cent. for the year, as before. 

Last year, your directors applied £11,798 
in respect of special surpluses on the war 
damage claim and accumulated interest 
thereon towards writing down goodwill to 
£37,000, which originally was at a figure of 
£50,836. In view of the expenditure on fixed 
assets of the nature involved in the con- 
ditions attaching to the agreement for excess 
profits tax (post-war refund), the opinion of 
eminent counsel was taken, upon which your 
directors are now able to eliminate the sum 
of £18,898 standing to the credit of that 
account, by a transfer in further reduction of 
goodwill; and, in addition, your directors also 
recommend the appropriation of £8,102, so 
that in the aggregate result goodwill will now 
stand reduced to a figure of £10,000 only, 
which it is hoped further to reduce in future 
years. 

Thus, the sum of £23,122 will be carried 
forward, as against £12,588 carried forward 
last year in respect of the parent company. 


RECORD TURNOVER 


Our turnover continued its steady and solid 
expansion and, while we have been able to 
indicate that each succeeding previous year 
showed a higher figure than that in the year 
before, the figures for 1949 constitute a new 
record. Your directors are happy to be able 

to add that, such is the reputation of our 
> Lyndale ” products, the sales figures in this 
current year to date, so far compare most 
favourably with those for the same period 
last year. It will be observed that our wholly 
owned subsidiary, I. Green and Company 
(Mantles), Limited, has now recommenced 
its manufacturing operations the total pro- 
duction therefrom being, entirely for our 
company to ensure a source of production for 
the additional turnover demanded by buyers 


in all the leading stores throughout the 
country. The advances to I. Green and 
Company (Mantles), Limited, cover the cost 
of the factory, its machinery, equipment and 
working finance, these asset; all being in- 
cluded within the consolidated accounts now 
submitted. The expansion of the company’s 
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-ANGLO-PALESTINE BANK 


RESULTS AGAIN SATISFACTORY 
CONSIDERABLE EXTENSION OF BUSINESS 
MR S. HOOFIEN’S STATEMENT 


The annual general meeting, being the 
forty-eighth ordinary general meeting, of The 
Anglo-Palestine Bank Limited, was held on 
June 12th at 6, Gracechurch Street, London, 
E.C., Mr. S. Hoofien (chairman of the com- 
pany) presiding. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ending 
December 31, 1949, and was taken as read: — 


The past year has been one on which we 
can Icok back with some gratification, The 
accounts show a not inconsiderable extension 
of business and the results, too, have again 
been satisfactory. 


INCREASED DEPOSITS AND LOANS 


Deposits have gone up by £16,400,000 and 
loans and advances by £3,400,000. Liquid 
means show an increase of £11,800,000. The 
item of documentary credits has fallen by 
£1,200,000, mainly due to an increase in bulk 
buying. The decrease of £1,000,000 in 
guarantees, etc., is incidental, partly setting 
off the increase in the previous year. 


The net profit, after making full provision 
for taxation and bad and doubtful debts, and 
after a generous contribution to the contin- 
gencies fund, shows an _ increase from 
£255,000 to £292,000, and your directors 
have, therefore, found it possible to appro- 
priate to the reserve fund an amount of close 
upon £200,000, to bring it up to the figure 
of the paid-up capital (including the Pre- 
ference shares) namely, £870,000. 


Notice has been given on March 30, 1950, 
to the holders of the four and. a-half per 
cent. cumulative redeemable ,. preference 
shares of the directors’ intention to redeem 
these shares on July Ist at a premium of Is. 
per {1 share, in accordance with Article 7 
of the articles of association. 


RELEASES OF STERLING BALANCES 


Releases of sterling balances to Israel 
during the year were governed by an agree- 
ment between the two Governments which 
was concluded in May, 1949. A further 
agreement for releases during 1950 was 
reached on February 10, 1950. Mr. David 
Israeli, an assistant general manager of this 
bank, again served on the delegation which 
negctiated the agreement. The vexed matter 
of the claims and counterclaims resulting 
from the relinquishment of the British 
Mandate over Palestine in May, 1948, has 
also been happily brought to an end by an 
agreement concluded on March 30, 1950, 
which seems to give reasonable satisfaction 
to both parties. It will interest shareholders 
to learn that this agreement disposes of the 
rival claims of the United Knigdom authori- 
ties and the Israel authorities to a deposit of 
£1,793,000 held by the bank. This deposit 
is now to be held at the disposal of the 
Government of Israel. 


It has also been agreed between the two 
Governments to continue in force the 
arrangement of 1947 for the avoidance of 
double taxation. The relevant exchange of 
notes was published as Treaty Series No. 19 


(1950) Cmd. 7912, dated 
The agreement has now 
effect by Order in Council made May 10th 


These agreements, reached in an atmo- 
sphere of mutual understanding and good 
will, have, one may assume, helped to pave 
the way for the recent de jure recognition of 
Israel by H.M. Government. Trade relations 
between the two countries, which had neces- 
sarily suffered to some extent from the 
unavailability of sterling, show 4 tendency 
towards renewed extension. This trend wal 
no doubt, be welcomed on both sides and 
the bank will, as heretofore, do whatever is 
in its power to further it, 


February 10, 1959. 
been given Statutory 


REOPENING OF JERUSALEM OFFICE 


We have recently been able to reoccupy 
our Jerusalem offices, one of the mos 
prominent buildings in the town, which was 
situated in one of the “security zones” 
closed to the public since 1946. The new 
part of Jerusalem is rapidly resuming its 
normal aspect. We may take some price in 
the part which the bank has played in the 
various measures undertaken, with no small 
success, towards the economic rehabilitation 
of Jerusalem. I feel confident that the 
essentially simple problem of finding a modus 
for the safeguarding of, and free access 10, 
the Holy places in the Israel section of 
Jerusalem will find its soluticn without the 
quite unnecessary complications which have 
been under discussion for some time. 


During the year we have opened a new 
branch in the Haifa Bay district, and in the 
course of 1950 we expect to cpen two new 
branches in Tel-Aviv, one in Acre and one 
in Lydda Town. We maintain a foreign 
exchange service for travellers passing 
through Lydda Airport and similarly serve 
incoming travellers in Haifa port. We ar 
also planning for the opening of a further 
number of branches and agencies throughou! 
the country to meet the demands for bank- 
ing facilities and services by the increasing 
population. 


The issue department and the Govern- 
ment loans servicing department have beet 
functioning smoothly. 


SUBSIDIARY COMPANIES 


The General Mortgage Bank of Palestine 
Limited, our most important subsidiary, 
not been able to extend its business during 
the past year, as the capital needs of the 
Government rendered the issue of furthet 
debentures impracticable However, in th 
course of 1950 a considerable extension seed 
probable, as the Government, within the 
framework of its Development Budget 
intends to acquire debentures to an amoun! 
of several million pounds in order to enable 
the bank to grant mortgage lcans for 8 
corresponding amount. These !oans, | > 
intended, will be guaranteed by the Gover: 
ment. The dividend on both the ordinatj 


and preference shares has been maintained # 
6 per cent. 
The A.P.B. Investment Company, Limited 
has considerably extended its business - 
the directors have been able to decice om 
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first distribution of a dividend of 6 per cent. 
on the ordinary shares for the pericd of 
18 months ending December 31, 1949. 


The Otsar La’Taasiya, Limited (Industrial 
Credit Corporation) and Otsar La’Haqlauth, 
Limited (Agricultural Credit Corporation) 
have both done well and are extending their 
business. 

None of these four subsidiaries has suffered 
any loss in consequence of the events of 
recent years, any more than the bank itself. 
They have not, indeed, suffered any loss 
during the whole course of their existence. 


PROPOSED CHANGE OF REGISTRATION 


There remains one important matter to 
which I feel I should make some reference. 
As shareholders are aware the bank is 
registered as an English company. In Israel, 
where practically the whole of the business 
is conducted, it is registered as a foreign 
company. In view of the important position 
which the bank holds in the financial and 
economic structure of the country it is only 
natural that the Israel Government and the 
public should desire the bank to be an 
Israel company and under the present cir- 
ymstances this desire is naturally shared by 
‘our directors. I should perhaps pcint out 
that in fact since 1932 your directors have 
been meeting regularly in Palestine ; that as 
from April, 1947, the United Kingdom 
Inland Revenue Authorities consider the 
bank as non-resident in the United Kingdom 
for tax purposes ; and that since February, 
1948. when Palestine was excluded from the 
sterling area, the capital and reserves of the 
bank have been treated as being invested in 
that country. Your directors have con- 
sequently reached the conclusion that the 
change of registration would be in the best 
nterests Of the bank and of its shareholders. 
Discussions have therefore taken place with 
the bank’s advisers on the best methods of 
effecting this change while ensuring that the 
interests of the shareholders should in no way 
be prejudiced thereby. I hope that the 
scheme under discussion will in the near 
future be ripe for submission to the Treasury 
csuthorities both in the United Kingdom and 
‘n Israel whose consent will be required. 
Shareholders will be advised of all par- 
ticulars at the earliest possible opportunity. 
In all, I believe we can look back on a 
successful year of consolidation and extension 
in the public-spirited manner which has 
become part of the bank’s tradition. 


Lu 


DIVIDEND RECOMMENDATIONS 


Your directors recommend a total dividend 
for the year on the ordinary and “A” ordin- 
ary shares of 13 per cent. subject to income 
tax. On account of this total dividend an 
interim dividend of 6 per cent., subject to 
tax, was paid on November 14, 1949. The 
final dividend, therefore, will be at the rate 
ot 7 per cent., subject to tax. Shareholders 
resident in the United Kingdom will receive 
the final dividend under deduction of Israel 
income tax at 5s. in the £, and United 
Kingdom income tax at 4s. 6d. in the {, 
thus giving provisional relief under the agree- 
ment referred to above at the rate of 4s. 6d. 
in the £. The dividend counterfoils will 
contain a statement as to the effect of the 
double taxation agreement. 


The extension of business during the year 
has again placed a considerable burden on 
the management and the staff and I should 
again like to place on recerd the directors’ 
appreciation of their devoted services. 


The report and accounts were unanimously 
adopted and the dividends as recommended 
were approved. 


The retiring directors, Mr S. Hoofien and 

t A. Hantke, were re-elected; and the 
remuneration of auditors, Messrs. 
Jackson Pixley and Co., having been fixed, 
ihe proceedings terminated. 
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IMPERIAL CHEMICAL INDUSTRIES, 
LIMITED 


TURNOVER £10,000,000 HIGHER 
LORD McGOWAN’S SURVEY OF ACTIVITIES 


The twenty-third annual general meeting 
of Imperial Chemical Industries, Limited, 
was held on June 8th in London. 

The Rt. Honourable Lord McGowan, 
K.B.E., D.C.L., LL.D., the chairman, in the 
course of his speech, said: 

The consolidated trading results were 
about £4,000,000 lower in 1949 than in 1948. 
The main factors accounting for this were 
additional costs of production—including 
wages, raw materials and fuel—not reflected 
during 1949 in increased selling prices, and a 
fairly sharp reduction in the export prices 
of some of our products to meet the competi- 
tion, which I forecast when I spoke to you 
last year. Today we must keep a careful 
eye on our prices if we are not to lose busi- 
ness to keen competitors. We have not been 
unsuccessful, and, indeed, at £174,000,000 
our turnover is £10,000,000 higher than in 
1948. The total value of exports was also 
higher in 1949 than in 1948. In 1949 we 
did a larger volume of business at a smaller 
margin ; this reduction in the margin of 
profits being due to both increased costs and 
reduced or maintained selling prices. 


DEVALUATION 

Devaluation of the pound sterling in 
September, 1949, had the effect of increasing 
substantially the cost of some of our raw 
materials, but this increase in cost was more 
than offset by the increased sterling proceeds 
of exports. Since devaluation we have been 
able to obtain for many products both an 
expansion of trade and increased sterling 
prices ; the devaluation of the pound sterling 
thus resulted in an improvement in our export 
trade, but much of this advantage is likely 
to disappear to the extent that costs in Britain 
rise as a secondary result of devaluation. 

Nevertheless, since devaluation, there has 
been a substantial improvement in our turn- 
over, both at home and abroad, and I believe 
that with the very solid foundations upon 
which the company’s operations are based, 
we shall Continue not merely to maintain, 
but to exparid, our total sales. Much depends 
upon our ability to keep down costs in face 
of the increasing burdens which manufacture 
in Britain has to bear, and this has our 
constant attention. We cannot overlook the 
possibility of competition from Germany and 
Japan. 

The final dividend proposed for 1949 is 
7 per cent., making a total of 10 per cent., 
which is the same as in the past few years. 


OVERSEAS ACTIVITIES 

In its overseas activities, the company’s 
fortunes are, of course, subject to all the 
winds of political disturbance that blow. In 
the sub-continent of India. for example, the 
tension between India and Pakistan has made 
conditions difficult. In China the southward 
sweep of the Communist armies has meant a 
curtailment of our activities there. 

In other parts of the world, particularly in 
South America, difficulties have arisen 
because of currency restriction and import 
licensing, but, generally speaking, the com- 
pany has fared reasonably well, having regard 
to these conditions, and we are not unhopeful 
of the prospects of the future when, in some 
countries at any rate, these restrictions upon 
trade and upon the remittance of profits may 
be eased. 

In Australia, notwithstanding considerable 
industrial unrest, our subsidiary company, 
Imperial Chemical Industries of Australia 
and New Zealand, Limited, celebrated with 
increased profits for 1949 not only the twenty- 
first anniversary of its incorporation but also 
the seventy-fifth year since the foundation of 


the first factory which ultimately became 
absorbed in its undertaking—a notable 
double event. In Canada, too, our associated 
company, Canadian Industries, Limited, has 
achieved a new level of prosperity, 
indeed than its record figures for 1948. 


PURCHASE OF ARNOLD HOFFMAN 
AND COMPANY 

So far as the United States is concerned, 
I have an encouraging story to tell. The 
negotiations announced some time ago for the 
purchase of a controlling interest in the share 
capital of Arnold Hoffman and Company, 
Inc., have been successfully concluded, and 
the company now owns 70 per cent. of that 
corporation’s capital, Through the organisa- 
tion of this American corporation we expect 
to be able to develop by manufacture in the 
United States the results of patient research 
in our own laboratories in Britain, and we also 
expect to find new openings for the export to 
the United States a products manufactured 
in Britain. 

In South Africa, our associated company, 
African Explosives and Chemical Industries, 
Limited, the ordinary share capital of which 
we own jointly with De Beers Industrial 
Corporation, Limited, continues to prosper 
and to expand. A heavy capital expenditure 
programme is in progress designed to increase 
the capacity for the production of blasting 
explosives and fertilisers. 


DOUBLE TAXATION RELIEF 


Before leaving overseas matters, however, 
I must not fail to refer to the amendment to 
the current Finance Bill which the Chancellor 
of the Exchequer intends to move with the 
object of giving double taxation relief, within 
limits, upon income arising from those 
countries with which, for one reason or 
another, it has hitherto not been possible to 
make double taxation treaties. : 

This step is most welcome, as the total 
home and overseas burden of taxation in some 
of those cases has been crippling—sometimes 
exceeding 70 per cent.—and has been having 
a most serious deterrent effect upon overseas 
trading and investment. We should, however 
like to see the Chancellor go all the way and 
give full relief. 


THE CURRENT YEAR 


When I last addressed you I said that I 
saw no cause for pessimism, nor was there 
at that time. Shortly afterwards, however, 
there was a recession of trade in the home 
market and a distinct falling off in the sales 
of many of our products. In addition we 
had to reduce our prices in certain export 
markets because of competition. Although 
towards the end of the year business at home 
improved, the improvement was insufficient 
to compensate for the earlier fall in home 
sales and price reductions in the export 
markets. At a time like this, with the world 
so disturbed, it is more dangerous than ever 
to prophesy ; all I can say is that we are 
very satisfied with the trading for the first 
months of this year and that as far as one 
can see at the moment the prospects are 


encouraging. I can only hope that exchange . 


and import licence restrictions will not make 
conditions more difficult in our export 
markets. 

You will be glad to learn that we have 
maintained cordial relationships with the 
various trade unions to which different sec- 
tions of our employees belong. This is a 
matter which your difectors regard as of the 
highest importance. 

The report and accounts were adopted. 
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GENERAL MINING AND 


_ FINANCE CORPORATION, 


LIMITED 
SIR GEORGE ALBU’S REVIEW 


The fiftieth annual general meeting of 
shareholders was held on June 6 at Johannes- 
burg, Sir George W. Albu, Bt., presiding. 


The following is an extract from the chair- 
man’s speech: Revenue for the year at 
£571,265 shows an increase of £99,059 on 
that of the previous year, and the profit for 
the year at £462,856 was £99,579 more than 
in 1948. This profit, added to the unappro- 
priated balaace of £142,175 brought forward 
from the previous year, made a total amount 
available tor distribution of £605,031. Divi- 
dends for the year were maintained 
at 25 per cent. The unappropriated balance 
carried forward at the year end was £153,373. 


In October last shareholders were offered 
379,374 shares at £5 5s. per share in the 
proportion of three new shares for every ten 
shares held. In consequence of this offer, the 
issued capital of your corporation was in- 
creased to £1,643,953 in shares of £1 each, 
and £1,571,262, being the premium accruing 
as the result of the issue, less the expenses 
involved, has been credited to share premium 
account. 


Since the year end a further 33,333 reserve 
shares have been issued, as a result of which 
the issued capital now stands at £1,677,286 
in shares of {1 each fully paid up. 


Investments in stocks, shares and in 
Government and municipal securities at 
£3,908,845, show an increase of £548,340 on 
last year’s figure. The aggregate market 
value of investments is largely in excess of 
the book value as shown in the balance 
sheet. 

GOLD MINING INDUSTRY 


The most important event during the year 
under review was the devaluation of the 
South African pound in terms of the United 
States dollar, which became effective on 
September 19, 1949. The immediate benefit 
to flow to the gold mining industry was the 
increase in the amount received for an ounce 
of fine gold from 172s. 6d. to 248s. 3d., which 
has resulted in a material improvement in 
working profits of the individual mining com- 
panies. These increased profits have a bene- 
ficial effect upon the country as a whole, 
including the Unien Treasury, which will 
receive a higher rate of tax. This increase in 
revenue per ounce of gold has meant that 
the pay limit of ore reserves has been 
decreased, in consequence of which low 
grade ore, previously classed as marginal or 
uneconomic, has now become payable, 
resulting in large increases in ore reserve ton- 
nages. The overall effect is to extend the 
lives of the mines and to give to those mines 
previously working at little or no profit a new 
lease of life. 


_ The supply of native labour, though still 
inadequate, improved considerably during 
the year. 


Much progress has been made in the initial 
stages of development of the new goldfield in 
the Orange Free State in which your corpora- 
tion is largely interested. To date no fewer 
than 12 mines have been sited, on nearly all 
of which shaft sinking has been commenced, 
while further prospecting and drilling 
operations are being carried on over a wide- 
spread area. Although it is impracticable to 
attempt to assess the potential of any mining 
area until a large amount of development has 
been accomplished, the recent results of reef 
intersections by shaft sinking and disclosures 
from development can be considered as dis- 
tinctly promising. 

Large amounts of capital are still required 
to bring not only the mines for which mining 
leases have been granted, but also other 


potential mining areas in the Free State to 
the producing stage, and it is of interest to 
note from the recent instances of the issue 
of debenture stock, that financial institutions 
have shown their faith in the potentialities 
of this new field. This new method of 
obtaining finance for these projects will 
reduce the amount of money required from 
shareholders and is to be commended. I 
sincerely trust, therefore, that the Govern- 
ment will not introduce further legislation 
which might discourage the flow of capital 
from overseas so vitally necessary, not only 
for the development of these fields, but for 
the whole economy of this country. 


The chairman then referred to the affairs 
of the companies in which the Corporation is 
mainly interested, namely: West Rand 
Consolidated Mines, Limited; Van Ryn 
Gold Mines Estate, Limited ; East Rand Pro- 
prietary Mines, Limited ; Durban Roode- 

rt Deep, Limited; Crown Mines, 
imited, and General Exploration Orange 
Free State, Limited. 


NEW INTERESTS 


The 33,333 reserve shares to which I 
referred when dealing with the increase of 
capital of your corporation were issued as 
part consideration for the acquisition of a 
substantial shareholding in Consolidated 
Rand Investment and Trust Company, 
Limited. This company holds a substantial 
mterest in its associated company, Transvaal 
Mining and Finance Company, Limited, and 
the more important interests of these two 
companies are their holdings of shares in 
Blinkpoort Gold Syndicate, Limited, 
Doornkop Sugar Estates, Limited, Free State 
Geduld Mines, Limited, Hall Longmore and 
Co., Limited, Lydenburg Platinum, Limited, 
Masonite (Africa), Limited, South Roode- 
poorte Main Reef Areas, Limited, and 
Transvaal-Orangia Exploration, Limited. 
Consequently your corporation’s interests 
have now been extended to include these 
companies. 


Copies of the full report of the proceedings 


may be obtained on application to the 
London office. 


SIMMS MOTOR UNITS 
LIMITED 


ENCOURAGING OUTLOOK 
MR TOM THORNYCROFT’S REVIEW 


The thirtieth ordinary general meeting of 
Simms Motor Units Limited was held on 
June 8th at the company’s works. Mr Tom 
Thornycroft (the chairman) presiding. 

The following is an extract from his 
circulated speech :— 

The past year’s excellent results have 
been brought about by hard work, improve- 
ment in manufacturing efficiency, and a great 
team spirit. They are in no way due to price 
increases to cCustomers—prices still being 
only 50/60 per cent. above 1939, and in some 
cases less than this. 

I feel we need not be afraid of any fair 
competition, however great, as we have 
always been able to compete by reason of the 
high quality of our products and the excel- 
lence of our after-sales service. Our rela- 
tions with Government departments and 
nationalised industries remain very satisfac- 
tory, and it appears that their policy is not 
to encourage one vast private monopoly for 
the supply of electrical and fuel injection 
equipment, but to share the business. There 
is a certain amount of danger from large 
monopoly interests unless these are roperly 
controlled—the vehicle industry ae engine 
manufacturers would be very reluctant to see 
the elimination of competition in the supply 
of the vital components manufactured by 
your company. By offering good value 
quality and technical service at fair a 
economic prices we are confident of retaini 
and extending the goodwill of the — 
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HAYESHAYW, LIMITED 


SATISFACTORY PROGRESS 





The annual general meeting of Hayes 
Limited, was held on June 13th : Man 
chester. 


The following is the chairman’s statemen; 
which was circulated with the report and 
accounts. 


The profit for the year amounts t 
£164,252, as compared with £130,018 for 
the previous year, after providing £56314 
for depreciation as against £40,600. Taya. 
tion takes £91,544 of this profit. The direc. 
tors recommend a final dividend of 5 pe 
cent., again making 7} per cent. for the year, 
which will leave an increase in the balance 
carried forward of £48,887, bringing the total 
to £85,580. 


EXTENSIVE RE-EQUIPMENT 


Since the formation of the company in 
1947, the sum of £165,165 has been spent 
on the modernisation of our mills, and the 
balance of our commitments for new equip- 
ment amounts approximately to £470,000. 


The Board of Trade has approved our re- 
equipment schemes, which therefore rank for 
the 25 per cent. subsidy under the “ Cripps’ 
Pian.” The programme is timed for com- 
pletion in April, 1952. The company’s 
spinning mills will then be in a position to 
supply about 70 per cent. of their output in 
ring yarn. 

We are deriving notable advantages in 
continuity of production and long runs from 
our close association with Tootal and with 
Clegg and Orr, and it is anticipated that 4 
large proportion of our new ring yarn out 
put will be absorbed by their expanding 
weaving capacity on automatic looms. 

In anticipation of the capital expenditure 
involved, the board has issued at pa 
£300,000 of 44 per cent. unsecured notes, 
1955/60, which have been placed privately 
by Lazard Brothers and Company, Limited, 
Part of the proceeds of this issue has beet 
used to repay other bank and loan facilites 

The introduction of the forward contrac! 
by the Raw Cotton Commission has enabled 
stocks of cotton to be reduced and assisted 
us in dispensing for the time being with 
bankers’ acceptance credits. 


DISTRIBUTION OF AVERAGE SALES Pound 


The distribution of the average sales pound 
was :— i 


§. a. ’ 

Raw materials oF ss 12 11 645 

Other supplies, expenses and 6 14 

services ... obcx, ses 10 192 

Wages, salaries and pensions 3 1 

Provision for depreciation ... : 5 

Dividends (net)... she 5 ou 

Retained in business “ am 
eae Sm 

fil 0 0 100.0 


: aif 
Throughout the year all our mills 39 
Operated at full capacity. poe © = 
wide range of single and dow 
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CO-OPERATION IN REDEPLOYMENT 

Both subsidiaries continue to enjoy the 
benefits of workstudy and the establishment 
of modern operating standards. The whole- 
hearted co-operation of our workpeople and 
their trade union leaders in these methods, 
which are comparatively new in the spinning 
industry, has proved invaluable and a deter- 
mining factor in deciding the scale of our 
re-equipment programme. 

With the growing strength of our organisa- 
ton and with our valuable associations, I 
look forward to the future with confidence, 
believing we are well prepared to meet the 
exacting demands of competition. 

On your behalf, I express to management 
and workpeople my appreciation of their 
sustained efforts during the year. 

The report and accounts were adopted. 


THE NATIONAL BANK OF 
NEW ZEALAND, LIMITED 


FURTHER EXPANSION 


The seventy-eighth annual general meeting 
of The National Bank of New Zealand, 
Limited will be held on July 6 in London. 


The following is am extract from the circu- 
lated statement by Sir Sydney Parkes, 
C.B.E., the chairman: 


We are able to report a further expansion 
in all phases of the business of the bank. 


The net profit of £168,300 although 
shightly higher than last year, is modified 
by increased expenses and heavier staff costs. 
The interim dividend of 2 per cent., less 

| United Kingdom income-tax, was paid, and 
the directors now recommend a final dividend 
of 3 per cent., less United Kingdom income- 
tax, 

The level of trade within the Dominion has 
been good throughout the year. The buying 
power of the public does not appear to have 

| slackened, but with a wider range and better 
quality of merchandise available trade has 
| been more balanced than in recent years. 


The deposits of the trading banks have 
been higher month by month than in the 
previous year and reached the peak figure of 
£N.Z.213,000,000 in February, 1950. 
Advances in general have been lower than 
the previous year, the highest amount being 
£N.Z.94,000,000 in March, 1950. 


PRIMARY INDUSTRIES 


Climatic conditions throughout the year 
were favourable and the volume of primary 
production was high. For the seven months 
to February 28, 1950, the weight of butter 
graded for export was 7.1 per cent. higher 
than the previous year, and cheese showed an 
increase of 7.7 per cent., although more recent 

_ Teports indicate that these good figures are not 
being maintained for the rest of the season. 
Meat killings for export are at a high level 
and an important item in the increased weight 
is the additional tonnage of beef, which was 
up by 4,700 tons for the first half of the 
season. Lambing percentages were excep- 
uonally high and it is anticipated that the total 


of lambs killed will exceed 12,000,000 
carcasses, 






















New price agreements covering dairy 
produce and meat for the current season were 
negotiated with the United Kingdom Govern- 
ment last July and these allowed for the full 
permissible increase of 7} per cent over the 
Previous year. Prices at the 1949-50 series 
of wool sales have considerably exceeded 
those of the previous season, and new peak 
Prices have been established for superfine 
half-bred and super merino wools. Competi- 
hon at all sales has been well spread, Bradford 
being the mainstay of the market, particularly 
with medium and crossbred wools, while 


tinental 
the finn ae contended strongly for 










W. T. HENLEY’S 
TELEGRAPH WORKS 
COMPANY LIMITED 


FRESH RECORDS 


The annual general meeting of W. T. 
Henley’s Telegraph Works Company 
Limited, was held on June 9th in London, 
Sir Montague Hughman (chairman of the 
company) presiding. 


The chairman, in the course of his speech, 
said: 1949 was a year of great activity in 
the whole organisation of this great company. 
We were able to complete the year with a 
record output in volume and a record turn- 
over. The export turnover showed a con- 
siderable increase over any other year, and 
business in the home market gave us the 
opportunity of reducing the large accumu- 
lation of orders and to offer more favourable 
delivery times for new business. Keen com- 
petition is present in the activities of every 
section of our business. It is gratifying to 
note that in the 113th year of our history 
fresh records have again been achieved. 


During last autumn the Government 
announced its policy of retrenchment of 
expenditure, and some overseas countries 
restricted imports, or local conditions made 
it difficult to export. From this you will see 
that having increased our sales overseas very 
considerably, a proportion of these have been 
made from local stocks, which have not yet 
been replenished. The point I want to get 
home is that while our business last year 
was very large at home and abroad, there are 
many factors which we have to face in 1950 
which may result in a reduction in our 
volume of business. 


DEVELOPMENT AND RESEARCH 


Our research laboratories have had another 
arduous, but successful, year of progress. 
Our plant development department conunues 
to work at high pressure. All the buildings 
having been completed at our new Birtley 
factory, production commenced on a small 
scale this year. 


Our business in power cables reached 
record postwar levels. The tonnage leaving 
the works exceeded that of 1948 by 10 per 
cent. Our copper wire mills produced an 
all-time record output. Our engineering 
works have continued to make steady head- 
way with very satisfactory results, and certain 
new lines are already well established. The 
combined output of beth North Woolwich 
and Birtley Rubber Cable Works shows a 
slight reduction in mileage over 1948, but 
the tonnage of what we despatched showed 
an increase over 1948. Export figures were 
affected by the falling off in demand. 


Henley’s Tyre and Rubber Company 
Limited: The recession in demand for tyres 
of all kinds in the home market remained 
for the first half-year of 1949 and left us 
with large stocks of finished tyres. The 
figures for 1949 show that a loss has been 
incurred. 


The profit earned by the parent company 
and its subsidiaries, after charging deprecia- 
tion, taxation, etc., is £758,583, which, added 
to the balance brought forward from the 
previous years, makes a total of £1,624,896. 
I am sure stockholders will regard this as 
a very satisfactory position. 


As regards the future, you have a very 
valuable business and we have very loyal 
workers both at head office, the works and 
overseas. The combined team method is 
what I am always happy about and you can 
rely upon everyone putting forward his or 
her best for Henley’s not only during the 
current year, but in the future. 


The report was adopted. 
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POWER SECURITIES 
CORPORATION, LIMITED 


ORGANISATION FULLY EMPLOYED 


The twenty-seventh annual general 
meeting of Power Securities Corporation, 
Limited, ‘was held on June 15th in London. 

Mr William Shearer (chairman and 
managing director), in the course of his 
speech, said: In my speech last year I 
referred to the serious adverse effects on the 
national economy resulting from the present 
penal rate of taxation and the continuance of 
unnecessary controls, and I then expressed 
the hope that a halt would be called to 
further experiments in nationalisation. The 
result of the recent General Election has, 
fortunately, imposed a temporary restraint 
in certain directions, notably further 
nationalisation experiments, but high taxation 
and unnecessary controls continue to be an 
intolerable burden on business, commerce 
and the individual citizen. 


EVER-RISING COSTS ° 


The ever-rising cost of labour and 
materials, and the discouragement to full 
and productive work resulting from high 
taxation and restrictive practices, are factors 
outside the control of any individual firm. 
In these circumstances, it is becoming in- 
creasingly difficult to quote on competitive 
tenders for public works with any assurance 
that the price quoted will bear even a 
reasonable relation to the ultimate cost. As 
the result, it is unfortunately necessary . to 
introduce safeguards against increased costs 
arising from these factors to the detriment 
of expansion of business. 

Our organisation, which, as you are aware, 
embraces the engineering and construction 
business of Balfour, Beatty and Company, 
Limited, was, however, fully employed 
during 1949 and the total capital value of 
work in hand at the close of the year was in 
excess of £30 million. 

Our financial business has been rather 
more active then during the previous year, 
the volume of underwriting business having 
shown a substantial increase. In October 
last we again handled an issue of capital for 
the East African Power and Lighting 
Company, Limited consisting of one million 
£1 4 per cent. preference shares at par and 
one million £1 ordinary shares at 30s. per 
share. A minimum of one-third of each 
class of share was made available for 
applications received in East Africa, and the 
issue was completely successful in both 
countries. 

Turning now to the accounts, you will see 
from the consolidated profit and loss account 
that the gross profit amounts to £410,513, 
which compares with £378,641 in 1948, an 
increase of £31,872, while on the other side 
of the account the consolidated net profit at 
£115,642, shows a small decrease of about 
£13,000 on the preceding year. You will 
note, however, that £100,147 has been 
provided this year for depreciation of property 
and plant, which is £37,036 more than the 
provision made in the last account. To the 
net profit of £115,642 must be added taxation 
over-provided or recoverable in respect of the 
previous year, amounting to £15,184, which, 
together with the balance of profit brought 
forward of £132,473, makes a total of 
£263,299, out of which the usual instalment 
for past service benefits of £5,650 has been 
paid to our pension fund, £43,314 has been 
transferred to general reserve, and £55,000 to 
contracts reserve. After paying or providing 
for the dividend on the preference shares, 
and the proposed dividend on the ordinary 
shares, the amount to be carried forward to 
the current year is £113,685, compared with 
£132,473, brought in from 1948, 

The report was adopted, 
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THE AUSTRALIAN ESTATES COMPANY 
LIMITED 


SATISFACTORY RESULTS FOR 1949 BUT INCREASED EXPENSES 


MR D. C; F. LOWSON’S REVIEW 


The annual general meeting of the Aus- 
tralian Estates Company Limited, will be 
held in London, on July 4, 1950. The 
following are extracts from the circulated 
statement of the chairman, Mr D. C. F. 
Lowson: 


ACCOUNTS 


The revenue from all sources for 1949 
totalled £903,126, compared with £846,451 
for 1948. The increase is accounted for by 
the special distribution from the Joint 
Organisation for the disposal of wartime 
wool stocks, amounting to £75,179, which 
was received during the year. 


Revenue was rvell maintained in all de- 
partments of the company’s business but 
expenses continue unavoidably to increase 
and the charge for taxation on the year’s 
profits is again very heavy. 

The net t for the year is £247,156, 
compared with £215,082 for 1948, and, after 
adding £113,831 brought forward from the 
previous year, there is an amount of £360,987 
available for appropriation. 


The continued satisfactory results enable 
the board to recommend a dividend of 7 per 
cent. on the Ordinary stock and, in addition, 
to make a special distribution of 3 per cent. 
out of the exceptional receipts from the 
Joint Organisation. 


After paying the dividends and making the 
appropriations set out in the profit and loss 
account, including the transfer of £100,000 
to general reserve, the amount to be carried 
forward to 1950 is £144,237. 


PASTORAL 


The average price realised for the com- 
pany’s wool clip was slightly higher than in 
1948. It has always been our policy to shear 
and market our clip early in the season and 
consequently in 1949 we did not reap the 
full benefit of the increase in prices which 
followed the devaluation of sterling. 


The total number of sheep owned by the 
company shows a slight reduction as com- 
pared with 1948 due to resumptions of some 
of our sheep areas. The average price 
realised for all our sale sheep was about 13s. 
a head higher than in the previous year, 
though we did not sell as many as in 1948. 


Our cattle properties maintained a high 
turnover at an improved price on 1948. 
Ordinary station expenditure again rose 
steeply during 1949, due to increases in 
award rates and cost of all stores and 
materials; and the expense of operating most 
stations is now two to three times higher 
than it was in 1939. 


It must be borne in mind that, in the 
event of a fall in the price of wool or live 
stock to more normal levels, we shall be 
sericusly affected by these increased charges 
and costs which will not be capable of easy 
or early reduction and which will tend to be 
of a more or less permanent character; so 
that it is quite possible to visualise our 
present substantial profits from these depart- 


NOTICES 


[Stee of eecenrinl Atetaiaration membership literature for 
sale (In ry illustrated, Management Reviews, B.I.M, Bulletins, 
Abstracts, etc.), 1943 to date. Offers Box 443. ee 





DVERTISING man of ali-round ability and good experience 
41 required for responsible new appointment in Glaxo Laboratories 
Substantial salary and allowance, 
ving details of career 
Officer, Glaxo Labora- 


(Pakistan) Ltd., at Karachi. 
Six months’ trial period in U.K.—Write, 
and ee of current work, to Personne 
tories Ltd., Greenford, Middlesex. 


ments being turned into a loss, even if the 
amounts our products realise are consider- 
ably higher than they were in 1939. 


SUGAR 
The current level of Australian sugar pro- 
duction is in the neighbourhood of 940,000 
tons per annum; of which approximately 


500,000 tons are consumed internally and 
the balance of 440,000 tons are exported. 


The agreement recently negotiated between 
the Governments of the United Kingdom 
and Australia provides that the United 
Kingdom will take the whole of Australia’s 
exportable surplus from 1950 to 1952, and 
thereafter, until 1957, will find a market for 
600,000 tons annually. Consequently, even 
if internal consumption only remains at its 
present level, there will be a potential annual 
market for 1,100,000 tons of Australian sugar. 


As a result of this new arrangement, and 
also since the introduction of new cane 
varieties, it is expected that there will in 
future be larger crops to be crushed at the 
mills in which the company is interested, 
It has, therefore, become necessary both to 
modernise and to increase the machinery and 
equipment at both “ Kalamia” and “ Pley- 
stowe” and the expenditure at each mill, 
over the next four years will involve some 
hundreds of thousands of pounds. This 
expenditure, however, is mecessary both to 
support the arrangement to supply addi- 
tional sugar to overseas markets and to 
cater for higher cane supplies that will be 
grown in future and which the mills will be 
under an obligation to take. 


The programme of expenditure has been 
carefully studied by the company’s consult- 
ing engineers and technical staff; and two 
members of our research staff left in January 
to spend three months investigating sugar 
plants and equipments in the United States 
and West Indies so that any additions to 
our mills can be modelled on latest sugar mill 
practices. 


AGENCY 


Our woolbroking, stock and station, mer- 
chandise and sub-branch businesses all had 
a high turnover for the year, and the policy 
of establishing sub-branches in Queensland 
and Victoria, which has been followed in 
recent years, has proved successful, both in 
strengthening our main wool-selling centres 
in Melbourne and Brisbane and in providing 
greatly improved services to the company’s 
growing number of clients. The company 
has been fortunate in securing competent 
and energetic branch managers and officers. 

WOOL 
_ The total Australian wool clip for 1949-50 
is expected to amount to approximately 
3,400,000 bales, as compared with 3,275,272 
bales in the previous year, the increase being 
due to a continued recovery in the size of the 
flocks in the Eastern States, which had fallen 
considerably during the drought years of 
1944-45. There is little doubt that it will 


| Py wtned Shorthand-Typist, City Merchant's office hours 9.0% 
45-day week.—State qualifications, experience, to Box 
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exceed £A.250 million in va! ei 
rather more than five times the ovenge ta 
of Australian wool for the five prewar 
years and sly £A.19 the Previous record a 
Tote ae : * > million paid for the 


é The furure appears bright for a 
tion of satisfactory wool prices. 
Organisation for the disposal of w 
stocks increased their offerings during the 
season under review without any apparen 
influence on the market ; and it js epecied 
that by the end of June this organisation's 
stock will be less than 500,000 bales, as com, 
pared with more than 1C million bale 
une, 1945. ' 

There are indications of a consumer 
resistamce {0 present prices from Many 
countries, but wool continues to go into 
consumption very freely ; it has been esi. 
mated that the world is at present using more 
than 1,000,000 bales in excess of the annual 
production. If this is correct, and with only 
a limited quantity available from the Joint 
Organisation stock pile, a shortage of my 
material appears to be close at hand which 
could be accentuated, having regard to the 
higher standard of living which is the aim 
of so many countries to-day. 

The continued very high price of wool i 
bound to lead to increased efforts to produce 
and use substitutes which, from the point of 
view of the long-term outlook for th 
industry, is to be regretted. 


GENERAL 


In accordance with the policy of which 
shareholders are already aware, we have 


Continy:. 
The Joint 
artime woo! 


' added to our investments in this county 


connected with food and agriculture a 
opportunity offers. Your board believe tha 
it is in the best interest of the company 
not only to have, as already exists, a diversi- 
fication of our activities but also a spread 
of our interests so that we are not subject 
ali the hazards and uncertainties of one 
individual industry or one individual country, 


At the very high and often inflated prices 
for many properties and businesses now 
ruling in Australia, the board feel that it 
would be a mistake merely to acquire new 
properties out there for the sake of doing #9; 
at the same time, we are anxious to maintain 
the full scope of our interests in Australia 
and our general manager there has much in 
mind the desirability of acquiring further 
interests and properties when this can be 
done on an attractive basis. Meanwhile we 
are pursuing a policy of carrying out im- 
provements to, and modernisation of, our 
existing valuable assets so as to bring them 
up to the highest possible state of operating 
efficiency, to reduce costs or at least to check 
their tendency to rise and thus make them 
able to withstand any more difficult umes 
which may lie ahead. 


We are naturally sorry that dividend 
limitation is still with us ; but, having regatd 
to the fact that no ordinary dividend ws 
paid for ten years between 1929 and 19%, 
we feel justified in making a special distribu- 
tion on this occasion of 3 per cent out of au 
share of the profits of the Joint Organisation 
for the disposal of wartime wool stocks, from 
which we received last year £75,179. 


Our whole organisation in Australia has 
given yeoman service under the able 
inspiring leadership of our general manage 
Mr Colman, and has maintained 
company’s high standard in all its br 





eee ees MALE ACCOUNTANT, age 30 to 35 years, required by Unite 


Overseas Petroleum Company Ltd., West Hall, Byfleet. = 
have practical experience of accounting up to balance sheet ——_ sine. 
first-hand knowledge of shipping and_ shipping acroue, oe 
Accustomed to supervising sta of t 
Applicant should be a member or finalist of at least one vi 
leading accounting institutes or the Chartered Institute of Secre 


and working on own initiative. 


—Please apply in writing to Personnel Supervisor. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended June 10, 1950, total 
ordinary revenue was £61,951,000 against 
ordinary expenditure of £62,879,000 and issues 
to sinking funds £260,000. ‘Thus, including 
cinking fund allocations of £2,304,000 the surplus 
accrued since April Ist is £26,419,000 compared 
with 722,509,000 for the corresponding period a 
year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into the 
Exchequer 
(¢ thousand) 










Revenint Esti- | Apr. 1, | Apr. 1,] Week | Week 
. : mate, | 1949 | 1950 [ended | ended 
T950-5SH to | to 


June June 
une 11,| June 10 ’ 
1949 | 1950 





















ORDINARY 


REVENUE j 
Income ype 6,669) 7,984 
Ger-taR iis 4d cem 700; 1,350 
Estate, ete., Duties! 195, 2,900; 3,370 
StampS...ccee8. 700 750 


Profits Tax .... 
B94. sues 
Other Inland Rev. | 
SpecialContributn. | 
| 
Total Inland Rev. |20 
Ricidasoned 
Customs. .....++- | $70,6 
ey er | 713,1 


4,200; 3,150 


“300, “oo 
15,469) 16,704 
12,412! 16,738 


159,142 169,07 
2,380) 3,185 


125,000, 138, 








Total Customs and j 
Excise ........ 15838 14,792, 19,923 
Motor Duties.....| 56, 5,173 _5, 290} 219 
Surplus War Stores; 35, 26,307, 10,40. ve | 466 

Surplus Receipts } 
25,000 























from Trading...| 85, the 
P.O. (Net Receipts)} —... 2,450! 5, r.150'Dr1400 
Wireless Licences. | 13,000, 1,690' 1, wie I tes 
Sundry Receipts..| 27, 1,909 ’ vee | 81 
Miscell. Receipts | 

(in. Crown Lands) 114; 958 
Total Ord. Rev... |38978 30,515) 61,951 
Se_F-BALANCING 
Post Office... .... 28,700 27, 2,100; 4,100 
Income Tax on | 
E.P.T. Refunds| 1,182, 1,7 87; 164 
Total ..:, .ssskeus \40756504 639,830! 649,47 32,702! 66,215 





ssues out of the exchequer 

to meet payments 

R (£ thousand) 

5 sti- | Apr. 1, | Apr. 1,) Week | Week 
Rupendituns mate, Io4g | 1950 ended | ended 
1950-5 to | to | June | June 
Junell,|Junel0j 11, | 10, 

| 





"000 | 1949 | 1950 | 1949 | 1950 
ORDINARY | | 
EXPENDITURE i 
Int. and Man, of! 1 
Nat. Debt..... 490,000) 106,282; 106,739 6,219 8,716 
Payments to N, | 
ireland........ 36,000 4,459, 6,097) ... | 1,153 
Other Cons. Fund | 
Services ........ 11,00@ 1,233) T3h we | 10 
BORRE s ieccaguare | 537,000 111,974; 113,571] 6,219) 9,879 


Supply Services . . (2918069 473,263) 477,535] 28,900, 53,000 
Total Ord. Expd.. |3455069] 585,237! 591,106] 35,119! 62,879 
0 


Sinking Funds....|  ... 2,202, 2,304 100) 26 








Total (excl. Self- 
Bal. Expd.)... . . |3455069 587,439) 593,410] 35,219, 63,139 
SELF-BALANCING [ | 
Post Office....... 172,150) 28,700; 27,900 2,100! 4,100 
Income Tax on 
E.P.T. Refunds. | 5,700 1,182| 1,74 87| 164 
bee eB one! 
Tet 3632919 617,321) 623,054] 37,406. 67,403 


After decreasing Exchequer balances by {£242,780 to 
(2,806,214, the other operations for the week increased 
the gross National Debt by £10,938,724 to £25,865 million. 


3 NET RECEIPTS (£ thousand) 
Land Settlement (Facilities) Acts, 1919 and 1921. . 


20 
NET ISSUES ({ thousand) 
Post Office and Telegraph...............+-+s00: 925 
BPE, GN Socal a oe ee ee te 200 
Export Guarantees Act, 1949, s. 3(2)............ 20 
Housing (Scotland) Act, 1944, s. 4(2), and Housing 
Sn Provisions) (Scotland) Act, 1946, . 
y Mea bi twee Mavi yee ctcre sce ccs? cis 37 
Local Authorities Loans Act, 1945, s. 3(1)........ 4,600 
New Towns Act, 1946, s. 12(3 


N 200 
| Cotton (Centralized Buying) Act, 1947, s. 21(1)... 3,000 


Miscellaneous Financial Provisions Act, 1946, s. 2(1) 
— Damage: Board of Trade............... 
mance Acts, 1946 and 1947, Post-war Credits... .. 198 


CHANGES IN DEBT (£ thousand) 


; REcEIPts \ PAYMENTS 
24° Funding Loan, | Treasury Bills .... 62,962 
a WOR Satie c's 98,000 Nat. Savings Certs. 800 
Tax Reserve Certs, 687 24% Def. Bonds. . . 185 
Other Debt :-— 3% Def. Bonds ... 565 

Internal. ....... 7,387 3% Terminable An 
nuities..... . 2,658 

Ways & Means Ad 
VOHOGE . i... 45 17,965 

Treasury Deposit 
Receipts ....... 10,000 
106,074 | 95,135 


FLOATING DEBT 


{£ million) 







Ways and 







Treasury Means Total 

Date Bills Advances Float- 
| Bank ing 

Public | of Debt 














lender 


Tap | Depts. | Eng- 


land 


Banks 






2210-0 | 2247-6 1164-54 5957-9 

















1950 
Mar. 18] 2910-0, 1910-0 “8 482-0 | 5730-8 
» 25}2910-0' 1925-5] 447-4 | 465-0 |5750-2 
~ a 4842-5 407-8 465-0 |5715-3 
April 8] 2910-0} 1952-1] 397-1 465-0 15724-5 
» 15]2920-0) 1958-0} 410-8 458-5 15747-3 
» 2242920-0| 1959-2] 447-6 455-0 [5781-8 
» 29] 2930-0) 1917-9] 436-3 455-0 15739-2 
May 6 2960-0 | 1872-9 420-0 430-0 | 5687-7 
» 13] 3000-0 | 1865-4] 416-2 410-0 | 5691-6 
> 20} 3020-0 | 1839-4] 437-9 | 410-0 15707+3 
ss 27] 3050-0| 1812-0] 439-1 400-0 5705-1 
June 3] 3070-0 | 1838-2] 431-2 | 390-0 |5729-4 
5080-0 | 1765-2 2 | 380-0 | 5638-4 


TREASURY BILLS 
(£ million) 













Amount 
Allotted 
at 
Min. 


lappliedl .. 
Offered sy Allotted] 






June 10 | 170- 


1 0 301-1 | 170-0] 10 5-68 44 
195: 

Mar. 10 | 230-0 307-2 | 230-0] 10 5-54 65 
» 17 | 230-0 | 274-7 | 230-0] 10 5-98 79 
», 24 | 230-0 | 294-8 | 230-0] 10 5-84 70 
» 31 | 230-0 | 273-5 | 230-0] 10 3-22 19 

April 6 | 240-0 | 301-7 | 240-0] 10 3-11 | 73 
» 14 | 230-0 | 301-8 | 230-0] 10 2-90 67 
» 2h | 230-0 | 306-4 | 230-0] 10 2-82 65 
” 98 | 240-0 | 337-1 | 240-0] 10 2-84 60 

May 5 | 250-0 | 337-6 | 250-0] 10 4-30 3 
» 12 | 240-0 | 313-0 | 240-0] 10 3-03 68 
, 49 | 250-0 | 312-5 | 250-0] 10 3-13 73 
, ©626 | 240-0 | 293-5 | 240-0] 10 3-47 77 

j | 

June 2 | 240-0 | 343-5 | 240-0] 10 2-64 57 

» 9 1 240-0 | 317-8 | 240-0! 10 3-08 67 


On June 9th applications for 91 day bills to be paid 
from June 12th to June 17th were accepted dated Monday 
to Saturday as to about 67 per cent of the amount applied 
for at £99 17s. 5d., and applications at higher prices were 
accepted in full. Treasury Bills to a maximum of £240 
million are being offered for June 16th. For the week 
ending June 17th the banks will be asked for Treasury 
deposits to a maximum of {40 million at 182 days, 


NATIONAL SAVINGS 
(£ thousand) 
Week Ended 


June 4, | June 3. 
1949 1950 









avings Certiticates :— 











































ON os abo. Ge vB ove 2,150 1,500 15,550 
Repayments ............ 2,450 2,400 22,700 
atin # 
Net Savings ............ Wy 300 \Dr 900 (Dr 7,150 
Defence Bonds :— cand ~ 
POND ain s Sc rk cw daws ce 765 | 285 3,140 
Repayments .7.......... 655! 1,085] 10,600 
Net Savings ............ 110 Dr 800 \Dr 7.460 
P.O. and Trustee Savings }—-—— —j¥—_— 
Banks :-—- | 
eR rere oe 12,596 | 10,685 | 112,548 
Repayments ............ 13,872 | 12,356 | 112,365 
Net Savings ........ Sinks 1,276 \Dr1,67 183 
Total Net Savings......... iDr3,é 114,427 
Interest on certificates repaid 4,842 
Interest accrued ..... sie eare 21,539 


Change in total remaining 
MUON 5 66 88s Fe hes sh 








410 |— 1,513 }+ 2,270 


BANK OF ENGLAND 
RETURNS 


June 14, 1950 


ISSUE DEPARTMENT 
£ 
Notes Issued:— f | Govt. Debt... 13,015,100 
InCireulation 1291,426,507 | Other ~ Govt. 


In Bankg. De- i Securities ... 1288,236,423 

partment .. 8,930,316 | Other Secs... . 736,159 
| Coin (other 

|; than gold)... 12,318 

|Amt. of Fid-——————~ 

b  MOGO8.. 6 iscxs 1300,000,000 


Gold Coin and 

Builion {at 

248s. Od. per 

oz. fine)..... 356,823 


1300,356,823 | 1300,356,823 
BANKING DEPARTMENT 


£ £ 
See 14,553,000 | Govt. Secs.... 554,806,441 
Rest. .... ‘e3 3,508,779 | Other Secs.:— 35,799,229 
Publie Deps.:- 209,578,932 , Discounts and 
Public Acets.* 13,352,373 | Advances... 12,535,598 
H.M. Treas. | Securities.... 23,263,631 


Special Accel. 196,226,559 | 
Other Deps.:- 378,295,571 | 


Bankers..... 285,133,704 | Notes........ 8,950,316 
Other Accis... 93,161,867 | Coin......... 6,400,296 
eemrce—nscceniniemeeninior | devieaindnanipaegincnseinnninaetita 

605,936,282 | 605,936,282 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
({_ million) 


















ssue Dept. :-— 


E | 
Notes m circulation..... 286 -6|1289-6'1291-4 
Notes in banking depart- | 
WOE sik Ke cacianens 13-7} 10-2} 8&9 
Government debt anel | } 
securities® ......00565 299+ 3;1299-2:1299-3 
Other securities......... 0-7; 0-7) 0-7 
ON is ones Ha os xen oes 0-4 O-4 0-4 


Valued at s. per fine oz... 


248/0| 248/0; 248/0 
Banking Dept. :— 


Deposits :— | 
blic Accounts ........ 12-0} 12-1; 13-4 
Treasury Special Account 188-4 196-2; 196-2 
MO pos actos s Heke 281-3) 285-9; 285-1 
RN aiid orn ok Wee eo 94-2; 95-9) 93-2 
FMM. cs 85N a cds cence 575-9) 510-1) 587-9 

Securities :— j | 
Government............ 524-7 551-3) 554-8 
Discounts, 60.066 soc ds 19-1; 15-9} 12-5 
OI oi 57 So ioencep occ ‘TH 30-2) 24-0} 23-3 
WO i c4 Locke's ieee s - I} 574-0) 591-2) 590-6 
Banking dept. res......... -4 19-9) 17-0) 15-3 

% % % 

© Pr fo oii hig oe 3-4 2: 2-6 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue lowered from £1,350 million to £1,300 
million on January 11, 1950. 


“Tue Economist” INDEX OF WHOLESALE 
PRICES 


























GOLD AND SILVER 
The Bank of England's official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and,the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 













SILVER 


i 
| 
London |New York Bombay 
per ounce'per ounceiper 100 tolas 
| } 


1956 








a. 
June 8. 6 
a 115 #15 
eS Markets Closed 1160 0 
. ae 63 72} 115 14 
a aa. 63 72; 114.0 (0 
oe 63 8 
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Foreign Traders 


will find The Royal Bank of Canada a useful ally in 
developing trade with Canada, the West Indies, Central 
and South America. _ Correspondents the world over. 


London Ojfices— 


6 Lothbury, E.C.2. 
2-4 Cockspur St., S.W.1. 


B. Strath, Mgr. 
L. R. Newman, Mer. 


THE ROYAL BANK 
OF CANADA 


Head Office, Montreal. 
Offices in New York and Paris 


Over 720 branches in 
Canada, the West Indies 
Central and 

South America 


Incorporated in Canada in 1869 with Limited Liability 





REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 


£18,000,000 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 

(1949 Accounts) 





HIS MAJESTY’S COLONIAL SERVICE 
SIERRA LEONE 


A vacancy exists for an Economist in the Department of Commerce 
and Industry, Sierra Leone. Duties will be to build up the Economic 
Branch of the Department, te conduct economic surveys and research 
into the economics of production of the principal agricultural com- 
modities, to collect data necessary for the establishment of primary 
and secondary industries, and to conduct socio-economic research. 
Appointment is on contract for a period of two tours, each of 18-24 
months, in the first instance. Salary offered for a suitably qualified 
mar is on a flat rate of between £1,600 and £1,800 a year, with 
gratuity payable on satisfactory completion of contract at the rate 
of £37 10s. for each period of three months’ service. In addition, a 
temporary cost-of-living allowance of £125 a year is payable. Partly 
furnished Government quarters are normally available and £150 a 
year will be deducted for rent. Free first-class passages on appoint- 
ment and on leave are provided for the officer and his wife, provided 
permission is given for the officer's wife to accompany him. Income 
tax is at local rates which are very much lower than those in the 
United Kingdom. Leave on full pay is granted at the rate of 7 days 
for each completed month of residential service. 

Candidates should be under 50 years of age, and should possess a 
University degree with First or Second Class Honours in Economics, 
anc should have had considerable experience of administration, 
research and economic planning. Preference will be given to persons 
possessing post-graduate qualifications in research, or with previous 
economic experience in under-developed territories. Form of appli- 
eation can be obtained from the Director of Recruitment (Colonial 
Service), Colonial Office, Sanctuary Buildings, Great Smith Street, 


-W.1. The closing date for the receipt of completed application 
forms is June 30th. 


- COUNTY BOROUGH OF SOUTHEND-ON-SEA | 
EDUCATION COMMITTEE 


MUNICIPAL COLLEGE 
Principal : R. W.. Wilson, ee et)» A.C.G.L, Whit. Sch. D.LC., 








A.M.LE.E. 

Applications are invited for the post of full-time Teacher of Com- 
mercial Subjects for the Department of Commerce. 

Salary—Burnham Scale. 

Particulars of the post and forms of apeticetion may be obtained 
from the undersigned (stamped address foolscap envelope), and 
should be returned by not later than 14 days after the appearance 
of this advertisement, 

H. BOYES WATSON, 


Chief Education Officer. 
Education Office, Warrior Square, Southend-on-Sea. 





MURRAY-WATSON 


Advertising & Marketing 


Home and Overseas 


58, BROOK STREET, LONDON, W.1. GROSVENOR 3508-9 
DUDLEY WORCESTERSHIRE. DUDLEY 3162 


> : 


in i # 
at 22, Ryder Street. St. James’s, London, $,W.1. 


by St. Crements Press, Lrp., Portugal St, Ringswa 


y, 
U.S. Representative: R. 
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UNIVERSITY OF LONDON 

The Senate inyite applications for the Ct a 
tenable at the London School of eanainice ae palitical Sic 

(salary £1,800 a year). Applications (10 copies) Po teal Sciences 
not later than August 18, 1950, wy the Academic Regist, be reeei 
of London, Senate House, W.C.1, from whom Strar, U 


‘ AlVersity 
should be obtained, further” particulars 


THE UNIVERSITY OF LIVERPOO| 

Apptications are invited for the post of St a 
in. the Department of Extra-Mural Studies ate aie Economies 
£550/550/£900 per annum, or Junior Staff Tutor at 4 “alee of 
of £450/£25/£ per annum. The status and salary of the may Scale 
candidate to Le fixed according to qualifications and op es 

Applications, stating age, academic qualifications od ee 
and the names of three referees together with copies of (et 
monials, should be received not later than June 24 ee testi- 
undersigned, from whom further particulars of the soa Dy the 
appointment may be obtained. Mditions oy 


STANLEY DUMBE 
May 23, 1960. ELL, E 


Registrar. 
UNIVERSITY OF NOTTINGHAM _ 
SCHOOL OF AGRICULTURE 


SENIOR AGRICULTURAL ECONOMIST 

Applications are invited for the appointment of 4 Senior Aerio 

tural Economist. Salary scale: men £710 to £850. w men fn 

£710, plus cost of living bonus, men £90. women £79 ‘per wy Xp 

Candidates must be graduates in Economics and/or ‘Agricelten 

Form of application and Conditions of Appointment mav \ 
obtained from the undersigned. . 


be 


SS AK. PICKBOURNE. Registrar, 
CROWN AGENTS FOR THE COLONIES 


Industrial Officer required by the Government 
Department of Commerce and Industries for one tour of 24 to " 
months with prospect of permanency, Commencing salary according 
to qualifications and experience in seale £711, rising to £1,290 a year. 
Outfi; allowance £60. Free passages for officer and wife and assisiano: 
towards the cost. of children’s passages. Liberal leave on full salary 
Candidates, net over 35 years of age, should fave had a comnpreiai 
training with experience in the management of industrial or com. 


of Nigeria for the 


mercial enterprise and. of accounting. A University Degree in 
Economics or Commerce would be an advantage. Apply at once by 
letter, stating age, whether married or single, and full particulars 
of qualifications and experience and mentioning this paper, to the 


Crown Agents for the Colonies, 4, Millbank, London, S.W.1, quoting 
M/N/25576/3C on both letter and envelope. The Crown Agents cannot 
undertake to acknowledge all applications and will communicate only 
with applicants selected for further consideration. 


OUR APPOINTMENTS BUREAU WELCOMES ENQUIRIES 


from Professional Men, Directors and Higher Executives who 
have vacancies for secretaries with a University standard of train- 
ing. For interview oy Employers, students are selected from.among 
those who have completed their course with the full London College 
Diploma. In scomrenuth with our established custom, no fees are 
charged for this service. Please write or telephone to: — 


THE APPOINTMENTS DIRECTOR, 
THE LONDON COLLEGE OF SECRETARIES 
170, Queen's Gate, London, 8.W.7. KENsington 3228. 


ANADIAN PACIFIC RAILWAY COMPANY-—(Incorporated in 

/ Canada with Limited Liability)—DIVIDEND NOTICE— 
PREFERENCE STOCK.—At a meeting of the Board of Directors 
held today a dividend of Two per cent. on the Preference Stock in 
respect the year 1950 was déclared payable on August 1, 1950, to 
stockholders of record at 3 p.m. on June 30, 1950.—By Order of the 
Board, FREDERICK BRAMLEY, Secretary: Montreal, June 12, 1950. 


N ANAGEMENT.—An opportunity exists for an experienced 

Executive in a large business, concerned with the manufacture 
and distribution of office appliances and efficiency merchandise. 
Successful appifcant must be willing to act for a short period as 
assistant to the Managing Director, shortly due to retire, when 
Assistant, if satisfactory, will succeed him. Applicants should state 
nationality, age educational background and business experience In 
detail.—Box 441. 


Vea twenty-seven year old general manager of err 
Hongkong Export/Import firm requires change of eae 
scenery. Anywhere this side of iron curtain where writing a Pees 
not quite so evident, though West Indies or New Zealand pre a ti 
Small investment (up to equivalent of US $5,000) consi i 4s 
necessary wife can act as secretary. Suggestions, advice an 

of well paid jobs welcome at Box 431. 





(eee MANAGER, long experience with companies marine 
branded oods, gineke new oo. ‘ canes a 
controlling sales an vertising campaigns, financ 
production in home export markets. Langue es and pera 
overseas cxperience.—Write Box 226, Pritchard, Wood, >. 

ow, W.1, 


TTWOOD STATISTICS LIMITED require a General Premeee 

Manager. The main requirements for this posites ae 
academic statistical qualifications, but experience in comes with the 
and ability to handle the administrative detail conceran’, repeti- 
tabulation and summarisation of a large mass of figures of 4 © 
tive nature. Experience desirable in handling market < —Write 
tabulations, large wages departments, or similar operation: Box 438 
giving details of education, age, and previous experience to B 


Seer ee . ae Te ¥ “fre OF aa WE RAS “> srjenee 
JENIOR EXECUTIVE available August. Comprehensive exper " 
of modern organisation, administration and general managen 
Fifteen years’ successful record creating and consolidating St 
at home and in personal visits to markets throughout vernmental 
Five years’ large-scale economic fae owe and control in Gov 


appointment uiring wide trial knowledge and 
Suhenent.-cties tak ane 





Ser Ae 
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